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THE TRADE OF HONG KONG IN 1948 AND SOME CONCLUSIONS 


It would be difficult to find a more 
cogent argument of the effect of good 
government and financial ! stability 
on the volume of trade than the ex- 
perience of Hong Kong in 1948. To 
the observer on the other side of the 
world the Far East must look like 
something of a bad trading risk. 
Fiverywhere there are wars and 
rumours of wars, revolts, rebellions 
and all their attendant political in- 
stability. Everywhere \there is un- 
controlled inflation which seems to 
increase as the months roll by. 
Against such a background it would 


seem that commerce would be well. 


nigh impossible. 

And yet the trade figures for Hong 
Kong show that more business pass- 
ed through the colony in 1948 than 
in any other year of its history. 
Business, in spite of a minor reces- 
sion in the summer months, went 
from strength to strength and the 
year went out in a trading spree 
which is unlikely to be repeated for 
many a.month |to come. The De- 
cemher figures for imports and ex- 
ports were a record for all time. 
The final picture for 1948 shows that 
imports were H.K. $2 billion (2 thou- 
sand million) and exports $1.6 bil- 
lion. These figures show an increase 
over 1947 of 33.93% in imports and 
20.07% in exports. When one consi- 
ders that Hong Kong in pre-war days 
looked to China for the major por- 
tion of its entrepot trade and that 
China’s share in the imports and ex- 
ports of Hong Kong dwindled to a 
new low, the final result is all the 
more surprising. 

It is probably true in a sense that 
the very difficulties of Asia have 
been in some ‘measure responsible 
for the upsurge in the amount of 
commodities wending their way to 
Hong' Kong. This ‘oasis of law and 
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order, of financial stability, and of 
free trade, has been a convenient 
centre to which goods could be des- 
patched from overseas until it was 
safe to ship them on into the coun- 
tries of the Far East. Or goods 
which had been ordered for China 
but which were denied entrance to 
that unhappy country could be cff- 
loaded in Hong Kong until such time 
as the merchant could procure his 
Chinese import licence or find an- 
other market. 

Again, the conditions which would 
deter most traders from venturing 
into the Far Fast are considered by 
Chinese merchants, who handle the 
major portion of Far East trade, as 
just another opportunity to stimulate 
their commercial appetites. To wrig- 
gle through the barriers of political 
strife and deliver!the goods, is all 
part of a days business to the 
Chinese merchant, but he must have 
a safe base of operations and such a 
haven he has found in Hong Kong. 

* * * * 

A list of Hong Kong's major trad- 
ing partners is given in Table I. As 
becomes a port of Hong Kong’s 
geographical position China remains 
the colony’s chief trading partner. 
But ‘trading figures with China tell 
the sorry story of the economic plight 
of that country. Whereas in 1938 
China supplied 38% of ‘the colony's 
total imports, in 1947 this had fallen 
to 24.3% and it dropped still further 
in 1948 to 20.7%, although the dol- 
Jar value of imports from China in- 
creased from $376 million in 1947 
to $431 million in 1948. The Unit- 
ed Kingdom and America as_ the 
major suppliers of manufactured 
commodities began to dominate the 
Far fast. Imvorts from U.S.A. 
amounted to $387 million and ac- 
counting for 18.6% of the ‘total of 


Hong Kong’s imports, were only 
slightly behind those from China. At 
one period it seemed as though 
U.S.A. would oust China as Hong 
Kong’s major supplier but towards 
the end of the year China made a 
desperate effort to get exports mov- 
ing particularly from the north in 
order to avoid falling into the hands 
of the Liberation Army. 


TABLE I 
Chief sources of Imports & Destvnation 
of Exports 
H.K.$000,000s omitted 
IMPORTS 
1938 3947 1948 
HK$ % HK$ % HK$ % 
China 233 38 376 24.3 431 20.7 
UK. aes 56 9 164 10.6 301 14.5 
WES Aver 55 8.9 299 19.3 387 18.6 
Do aS ag BO Bere ete 41 1.9 
Germany 30) C026 5 2 
Siam ..... 8655.7 — 60)-3,9 9G aa 
Malaya .. 8 154102) “8:6 854 
Fr, Indo 
china .. 3405.07. 220) S1s3 50. «1.4 
Macau 14 2.2 28 5:8 “805 473 
EXPORTS 
1938 1947 1948 
HK$ % HK$ % HK$ % 
China ta. 281-45. 2bat2ta” 20er tT 
UiScAe. ene oe eo) O52 AD) 5 ee SARS 
Malayaw’. 2237s 2 4224-1 OP QOS a0 
Fr. Indo- 
china <.. 23) 4.5 LS ele: 19: 1.2 
| Gel hee a 21 4.1 OB" oul 75 4.7 
Macau . 21 4.1 TI 58 A36F 8:6 
Philippines VORSS 6252) Sako Saas: 
Siaine Sten 16 3.1 BT 6 Tele WAGON 378 
Imports from the UJS. almost 


doubled during the year, touching 
$201 miilion to give the Home coun- 
try 14.5% of the Colony’s total im- 
ports as against 965 in 1938. Imports 
from Far Eastern countries ia South 
East Asia did not cdo so welt as in the 
previous year. For example, imports 
from Malaya fell by $17 million and 
Malaya’s share of imports dropped 
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from 6.6% in 1947 to 4.1% in 1948. 
Indonesia has much leeway to make 
up. Imports by value are still be- 
hind those of 1938 in spite of the 
fall in the value of money and ac- 
count for only 1.9% of total imports 
compared with 8% in 1938, while 
French Indochina can supply only 
1.4% of the total compared with 
5.4% in the pre-war base year. 
Siam showed a little improvement 
compared with the previous year but 
still only supplied 4.6% of the total 
compared with 5.7% in pre-war 
‘sont In 1947, when there was a 
hortage of commodities throughout 
the world, Hong Kong leaned heavily 
on Siam and Malaya, but with sup- 
plies becoming available from over- 
seas sources South East Asia has 
played ‘a less important role during 
.the year which has just closed. 
On the export side there was a 
more even spreading of trade over 
the various countries. Consequent- 
ly, the customers which had dominat- 
ed the markets for exports in 1947 
had:to be content with a smaller 
percentage of the whole during 1948. 
China’s share of exports dropped to 
17.7°°, as against 45% in 1938, and 
that of U.S.A. to 9.6%. Somewhat 
remarkably the percentage share of 
U.S.A. compares (unfavourably with 
the 10% share which U.S.A, enjoyed 
in = 1938. Exports to Malaya 
were slightly less, and Malaya’s 
share of the whole was 13%, com- 
pared with 7.6% in 1947 and 7% in 
' pre-war days. Exports to the Unit- 
ed Kingdom were almost double 
those of the previous year and ac- 
counted for 4.7% of the whole which 
is an improvement on the position of 
1938 when 4.19% of our exports went 
to the Home country. 
With exports at $136 million, or 
. 86% of (the whole, the Philippines 
have become the colony’s largest 
customer. Again it is exports to 
Frerich Indochina which are ‘flag- 
ging. Exports to (|that country 
scarcely increased over the previous 
years’ figures and are still less in 
total value than exports in 1938. 
The share of exports going to F.I.C. 
has dropped from the pre-war figure 
of 4.5% to 15% in 1947 and 1.2% 
in 1948. It. is probable that the 
chief obstacle to the revival of trade 


with French Indochina is not so 
much the political troubles which 
harass the country but the over- 


valued internal value of the piastre 
which makes it virtually impossible 
for merchants to ship overseas at the 
fixed rates of exchange. 

What has been lost by Hong Kong 
in the South East of Asia has been 
more than compensated for in the 
north. The outstanding features of 
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Tiong Kong’s trade in 1948 have been 
the progress made in the trade with 
Japan and the conquest of fresh 
fields in Korea, which under pre-war 
Japanese domination was a closed 
area to overseas merchants. Imports 
from Japan during the year under 
review are more than double those 
of the previous year, while ‘exports 
at $49 million are treble those of the 
previous year. Japan now accounts 
for 3.6% of Hong Kong imports and 
takes 3.1% of her exports. 

The Korean trade is the ;creation 
of 1948. In the previous year there 
are no recorded trade with this 
country, but in 1948 imports were 
$42 million or 1.9% of the total, 
while exports at $58 million ac- 
counted for 3.6% of the total exports 
of Hong Kong and were in excess of 
the total exports to Japan! This is 
probably explained by the fact that 
merchants are allowed considerably 
more latitude in trading with Korea, 
there is less red tape and documen- 
tation necessary, all of which are 
highly appreciated by those who go 


down to the sea in ships. 
a * * * 


Trade with China was in a sorry 
plight throughout the year:— 
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Hongkong to South China were only 
$104 million compared with $169 
million in the previous year. When 
it is realised that the Canton regime 
under TT. V. Soong has been more 
liberal than the politicians at the 
centre, the desperate nature of 
China's economy is seen all the more 
plainly. 

No one would care to prophesy 
what the future of Hongkong’s trade 
with China will’be. The Civil War 
is not yet over, although peace 
mowes are under way. No imme- 
diate ;improvement can be expected 
although when the ice thaws in the 
north it is possible ‘that Hongkong 
ships may seek out the produce of 
Manchuria, and that whatever gov- 
ernment succeeds the present, it will 
maintain a less stifling strangle-hold 
on the movement of commodities and 
permit China’s trade to return to the 
channels in which it operates most 
effectively, namély to the hands ot 
the Chinese merchant. 

The future must be approached 
with caution. As stated in an ear- 
lier article, Asia has been living on 
charity since the close of the war. 


TABLE II 
CHINA TRADE, 1948 
F.K.$000,000s omitted 


IMPORTS 
Quarter Average 

1947 1st 2nd 3rd 4th 
North 16 21 26 24 64 
Centre .... 7.4 9 10 LO ete, 
South RO.8 Se.58. 5S" COM De 


Twelve months ago it was thought 
that China had touched bottom and 
things could not get any worse. 
That view was too optimistic. It is 
true that jexports to North China 
have improved considerably, but. it 
must be remembered that raw cotton 
predominated and this was a very 
necessary commodity if when the 
Government owned mills of Shang- 
hai were to be kept running during 
the hiatus between the cessation of 
UNRRA activity and the start of 
E.C.A. Again towards the end of 
the year exports to North China 
were boosted by the shipping of 
E.C.A. rice out of Hongkong. Im- 
ports from North China also showed 
a progressive (rise, but these repre- 
sent “flight capital” getting out at 
any price before the advancing com- 
munists. A better and truer picture 
of China trade can be obtained from 
the figures of trade with South 
China. Imports from South China 
fell from $287 million in 1947 to $244 
million in 1948 while exports from 


It has been the policy of liberal 
EXPORTS 
Average 
1947 1st 2nd 8rd 4th 
11.8 14 20 29 55 
10.8 6 19 19 id 
41.8 26 24 at 27 


handouts by UNRRA, E.C.A. and the 
metropolitan powers of | Europe 
which have permitted Asian coun- 
tries to have any overseas purchas- 
ing power at all. It wouid only 
need a slight depression in the world 
to reduce this charity of Atmerica and 
Europe to nil and force the countries 
of Asia to rely'on loans or on the 
earnings of their exports. Loans 
may be ruled out so long as the poli- 
tical uncertainties and unrest con- 
tinue to undermine confidence in the 
Suture of Eastern countries. But 
even if political conditions improve, 
as well they might, loans will still 
have to be serviced. As was stated 
by Mr. McCloy, President of the In- 
ternational Bank for Reconstruction 
and Development to the National 
Foreigin, Trade Convention in No- 
vember last: : 

“... No amount of foreign loans 
will be of lasting benefit unless 
domestic conditions in the borrowing 
country provide both a firm econo- 
mic base for development and 
reasonable prospects for repayment. 
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Bad loans may serve temporary 
political ends or ‘bring temporary 


relief, but in the end they leave be- 
hind only disillusionment, debt and 
ill will. Furthermore, although 
public sources may bear the burden 
of financing development for a time, 
sustained investment in the sub- 
stantial amounts required can 
reasonably be expected only from 
the free flow of private capital. 
I. would urge, therefore, that the un- 
der-developed countries place less 
emphasis on their need for extraor- 
dinary types of public assistance 
from abroad and more on the _ in- 
vestment of private capital through 
balancing their budgets, stabilizing 
their currencies, overhauling their 
tax systems and conserving their 
foreign exchange resources. These 
measures involve hard work and 
sacrifices, but the process of open- 
ing new economic frontiers is never 
easy 


“Equally important, financial 
‘stability is necessary for the free 
flow of international trade. It pro- 


fits little to produce more goods un- 
less they can be freely sold in the 
markets of the world. Yet we can 
only progress from the refined barter 
techniques -which still characterize 
too much trade and re-establish it 
on a healthy multilateral basis if 
confidence is restored in the curren- 
cies in which such trade is conduct- 


‘even a surplus; 
ensure that the banking system does 
not create excessive means of pay- 
ment; and appropriate price and 
wage adjustments internally so that 
productive resources are not divert- 
ed into non-economic output as a re- 
sult of price maladjustments.” 


Asia has a long and difficult road 
to traverse before this Elysium is 
reached. Europe is finding it diffi- 
cult enough but in Asia there is the 
-added burden of a lack of adminis- 
trative capacity and all the advice 
in the world is without effect unless 
there be an efficient machine to 
translate such advice into action. 

Moreover. there is often a ten- 
dency, which is not indigenous to 
Asia but which can and does. operate 
‘in the best run economies of placing 
the emphasis in the wrong place or 
at the wrong time. A control which 
might well be sound in theory, will 
almost certainly bring in its wake 
subsidiary results, which may over 
‘a period of time not only contpletely 
outweigh the advantages which the 
control may have in mind. It re- 
quires finesse of mind and flexibility 
of judgment, which are hard to come 
by in these days when facts must be 
made’ .to fit policies instead of vice 
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versa, to ensure that governmental 
actions do not unwittingly produce 
more damage to the overall economy 
and offset \the good effects which 
were expected to accrue from the 
original intention. 

Something of this nature may be 


read into certain figures of Hong 
Kong's 1948 trade: — 

TABLE III 

(In millions of $s) 
Imports Exports 

1947 1948 1947 1948 
Ptaly ssa cansne 12 34 14 9 
Sweden ...-. 9 30 6 3 
Belgium ... 51 35 14 8 


In 1947 official exchange was fair- 
ly readily granted for Italy and 
Sweden but in addition persons ex- 
porting China produce to these coun- 
tries were permitted to make use of 
their exchange proceeds to bring 
back goods on the return journey. 
As regards Belgium it was more dif- 
ficult to obtain official exchange but 
proceeds of China produce were 
readily available to finance imports 
on the return journey. Consequent- 
ly, it became almost imperative to 
export to these countries if one wish- 
ed te be assured of an opportunity to 
finance imports. 

In 1948 the situation changed. The 
three countries all became /hard, 
particwiarly Belgium and official ex- 
change could not be obtained for any 
save for |the most essential imports 
and certainly not for re-exports. 
Later in the year Italy and Sweden 
became relatively soft and ‘thus 
finance for imports was more freely 
available. But exporters of China 
produce to these countries were no 
longer permitted to use their ex- 
change proceeds to finance imports 
on the return journey. Ex- 
change proceeds had to be surrender- 
ed to 'the pool. With the incentive 
thus removed exports to these Euro- 
pean countries dropped. ‘The result 
is a lessening of the volume of com- 
modities moving in international 
trade but it would be impossible to 
measure {in figures what this drop 
has meant to the world at large. 
Bilateral transactions are not to be 
encouraged as such in a community 
which accepts multilaterism as the 
basis of world trade. Moreover it is 
possible that the sterling pool has 
possibly received more lira, kroner, 
and france than it did in the previous 
year. But at what cost? Less ship- 
ping, probably in British ships, less 
insurance, less handling charges— 
some of them in British ports, It is 
certain that the world as a whole 


‘vantage of all. 
_ trol which may have seemed essen- 
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is poorer because these commoditiés 
did not move, and it is not certain 
that these losses have been offset by 
the advantages of additional ex- 
change resources which have been 

made available to the sterling 
area. It iis of course arguable 
that if Belgian trade with the 
Tar East has declined nevertheless 
the goods which might have come to 
the East {have gone to other places 
where they are more appreciated: 

Equally, they may still be in Bel-. 
gium and Belgian factories may be 
producing at something less than 
their optimum output !(at a greater 
cost per unit) because the Far East 
cannot take marginal’ production. 


It may well be that the world is 
reaching a point where total output 
ig not being absorbed. In spite of 
the vast quantities {of paper which 
has been spent in formulating trade 
agreements and the like since the 
end of the war, there is no guarantee 
that the problem of equating pro-' 
duction with consumption which 
loomed so large in the thirties has 
been solved. Moreover it would be 
idle to suggest that the mere removal - 
of controls and the free play of 
economic forces would permit an in- 
terchange of commodities to the ad- 
But theories of con- 


tial in 1948 may not produce the best;. 
results for 1949. On this point ‘M. 
Roger Auboin, General Manager of 


the Bank of {nternational Settle-. 
ments offers some pertinent re- 
marks: 


“The efforts to be made should be 
a greater freedom from the obstacles 
which now stand in the way of inter- 
change of goods and services. Pro-° 
duction’ is increasing up to. and bé 
yond, prewar levels. But when trade 
is hampered, countries do not get the 
same benefit from their production 
as would be the case if they could 
buy and sell freely in relation to 
other countries. No small weight 
must be attached to the time and 
energy lost in dealing with all the 
formalities which are nowadays sv 
offen required. ‘Dispatch is the soul 
of business,’ Lord Chesterfield wrote 
to his son, in the middle of | the 
eighteenth century—and, when rules 
and regulations are being drafted, it 
would be well to remember this, not 
only in order to ease the task of the 
business man but because all waste, 
of time and effort has to be paid for 
ultimately by the consumer, in the 
form of higher prices and a corres- 
pondingly lower standard of living.” 


It is sound advice for those who 
move the pieces in the game of.in- 
ternational commerce. 
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THE END OF AN ERA 


The departure of General Chiang 
Kai-shek from Nanking and the hand- 
Ing over of the reins of government 
“temporarily” to the vice-president, 
General Li Tsung-jen, for the purpose 
of arranging peace terms brings to an 
end a remarkable era in China. 

It does not need the gift of prophesy 
to foretell that this generation will be 
characterized by future historians as 
the age of outstanding individualists. 
Hitler, and Mussolini, were definitely 
against democracy, as also is Stalin; 
but Chiang Kai-shek has always stood 
by the democracies, though the methods 
he adopted cannot always be described 
as democratic, in fact the term dicta- 
torial might better be applied to them. 
However, it cannot be forgotten how 
with indomitable spirit he led his army 
back into China before the advancing 
Japanese, and refused to compromise 
with them, thereby forming a continual 
menace in the rear of their armies and 
proved that an army “in retreat” by 
merely keeping together can be of 
great value. As a result of this stand, 
China was given a place in the world’s 
councils. It is said that, by a strange 
turn of the wheel this same obstinacy, 
which once was so useful, should have 
turned out to be a handicap in the 
civil war which has raged so long in 
China. Much public opinion turned 
against the Generalissimo, as it was felt 
that his refusal to give the left-wing 
parties any share in the government 
was a predisposing cause to most of 
the trouble that has followed. 

It is useless to blind ourselves to 
facts, and in order to understand the 
present situation it must be realised 
that Chiang’s government through the 
Kuomintang party was hopelessly in- 
efficient and corrupt, and has _ fallen 
mainly through its own inadequacy, 
which has left the people poorer and 
more dissatisfied than for many years 
past. All the prosperity that was slow- 
ly but surely being built up for them 
with the aid of foreign capital and or- 
ganisation, has been dissipated in the 
course of the few years since the war 
by a handful of bureaucrats, who 
greedily accumulated wealth into their 
own hands under a_ system that was 
called “state ownership.” On the one 
hand they asked for supplies from the 
United States, on the other they foster- 
ed anti-foreign feeling snd prevented 
the free interchange of trade with their 
former allies for which the country 
was crying out. “Give and take” was 
an outworn shibboleth where the form- 
er government of China was concerned. 


The effect on the Chinese, among 
the most patient and practical in the 
world, was not surprising. They found 
themselves suffering hardships that 
could have been alleviated, and things 
seemed to be going from bad to worse 
with no hope of improvement. The 
war seemed endless and no attempt ap- 
peared to be made to conclude it. “We 
can’t be worse off than we are, and we 
may find ourselves better off,—any- 
thing for a change,” was heard more 
and more frequently. So the commun- 
ist army, scarcely firing a shot. has 
been able to walk through a country 
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THE BRITISH POLICY IN ASIA 


Review of Situation in Malaya & Singapore 


(From Our Malayan Correspondent) 


The Right Honourable Malcolm 
Macdonald, Commissioner-General for 
the United Kingdom in South East Asia, 
broadcasting to the people of Malaya on 
January 16, reaffirmed British policy to 
Colonial people as one leading eventually 
to self-government and political free- 
dom, and contrasted this policy with that 
of the Communists who wished for a 
Malaya to be ruled by Chinese thugs on 
behalf of Russian Commissars, Follow- 
ing is text of Mr. Macdonald’s broad- 
cast:— 

We have been engaged in Malaya 
during the last seven months in fighting 
a Communist attempt to create chaos by 
brutal terrorism. This outbreak must 
be related to wider developments of vast 
constructive importance in Asia, which 
the Communists do not like, and which 
they are trying to upset by their present 
plottings not only in Malaya but else- 


‘where on this side of the world, 


In recent years several international 
developments have occurred which will 
change the shape of human history. 
Nione is more significant than the poli- 
tical reawakening of Asia. A genera- 
tion ago almost all the peoples in the 
East lived under the powerful influence 
or actual government of Western 
nations. Today many of them have re- 
asserted their independence. For ex- 
ample, during the last two years four 
new sovereign states have come into 
being—India, Pakistan, Burma and 
Ceylon, 

There are many remarkable features 
about this re-birth of Asian nations. 
The four nations were all created partly 
by the will of their own peoples, and 


found ready for it, or at least too pas- 
sive to oppose it. 


Now comes the question, for the 
world which is watching events, but 
which is found unanswerable for the 


moment. The position occupied by 
China in the United Nations and else- 
where is likely soon to be left vacant, 
as there appears to be no barrier to 
the communists’ seizure of the whole 
country, if not at once at any rate in 
the course of a few years. What part 
will they be allowed to play in foreign 
affairs? Already in a broadcast it has 
been hinted that they would like to 
take a hand in Japan. Can they be al- 
lowed to do so? Can they be permit- 
ted to send a trade mission there to 
study the means of developing trade 
between China and Japan? The recent 
elections in Japan show that about 10 
per cent. of the voters backed the com- 
munists; is it desirable for closer links 
to be forged between them and_ the 
communists in China? Well, the Unit- 
ed States and the other Powers no 
doubt have thought out a course of 
action to meet any such eventualities. 
Meanwhile, as far as the average busi- 
ness man is concerned, it is a case once 
more of “wait and see.” 


partly by the will of the Parliament in 
Britain. Of course, the most compelling 
force working for their liverty was 
their own inhabitants’ urge to be 
free. National political movements 
threw up national political leaders who 
strove for national politicai freedom. 
They were commanding contemporary 
figures like . Jinnah in Pakistan and 
Gandhi and Nehru in India. 

But Britain was a willing partner in 
the work, Indeed, the British were the 
tutors in political liberty of these new 
Asia nations. In their own island the 
British gave an example of the blessings 
of free self-government. In overseas 
territories which they ruled they de- 
liberately prepared the ground for the 
realisation of a similar state of affairs. 
In the local schools they taught freedom 
of thought and action, in the Adminis- 
tration they trained local officers to run 
their own departments, in economic 
affairs they created a self-reliant struc-: 
ture, and in politics they formed Legis- 
lative Assemblies where local politicians 
learned the art of government and gain- 
ed experience as responsible Ministers. 

Occasionally during the transition 
period disagreements arose between the 
British authorities and the local political 
leaders, But they were never disagree- 
ments about the ultimate objective. 
Such disputes as sometimes arose were 
only about the pace at which that ob- 
jective could be attained. The British 
and native peoples alike were in com- 
plete agreement that the grand climax 
of all their efforts was to be national 
freedom. 

And as time passed the British trans- 
ferred to the local peoples ever more 
responsibility and power. Eventually 
they withdrew Viceroys, Governors and 
Civil servants from India and Pakistan, 
Burma and Ceylon, and left those lands 
to the unfettered government of their 
own chosen national leaders and public 
servants. 


This experience of a group of Asian 
nations is not an isolated, unprecedente. 
episode. They are not the only states 
sprung, so to spepk, from Britain’s poli- 
tical womb. By similar processes during 
the last generation as many as a dozen 
nations have achieved full sovereignty. 
Listen to the proud roll-call of their 
names: Canada, Australia, New Zea- 
land, South Africa, Eire, Egypt. Ivaq. 
Trans-Jordan—and now India, Pakis- 
tan, Burma and Ceylon. 

The fact is that through generations 
Britain has been a great Imperial} 
Power; but for a long time past the 
first aim of her Colonial rule has been 
not the exploitation of dependent 
peoples, but their emancipation. 

Almost al] of the new nations, on 
achieving freedom, chose to remain 
members of the British Commonwealth. 
One of the most remarkable develop- 
ments of our time is this evolution of 
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the British Empire from a group of de- 
pendent countries ruled by one metro- 
politan Great Power into a Common- 
wealth of free and equal nations co- 
operating together for their common 
good. Amongst other things, this Com- 
monwealth can now contribute mightily 
to human progress by bringing the 
peoples of the Eiast and the West to- 
gether, to discuss their mutual problems 
as friends meeting in the intimate circle 
of a family of nations. 

Consider the Conferences of British 
Commonwealth Prime Ministers which 
meet from time to time. Often in -the 
1930s I attended these gatherings, 
They were sinteresting and fruitful. 
The Prime Ministers of several nations 
located in Europe, America, Africa and 
Australia met to discuss their mutual 


concerns. But they had one serious 
limitation. No Prime Minister attended 
from Asia, 


Two months ago I went to Engl 

to attend another Commonwealth re 
ference. What a broadening trans- 
formation had taken place! At the 
conference table sat six Prime Ministers 
from the West—they were joined by 
three Prime Ministers from the East. 
Pandit Nehru Was there, speaking for 
the millions in India, Liaquat Ali Khan 
came from the vigorous Mohammedan 
state of Pakistan, and Mr. Senanayake 
represented the people of Ceylon. The 
presence of these formidable Asian 
statesmen made a profound difference 
to the discussions. They spoke for the 
East. They represented Asia. They 
expressed the ancient traditions, the 
continuing wisdom and the contempor- 
ary aspirations of the peoples on this 
side of the world, all deeply influenced 
by those democratic ideas which are a 
contribution from the West accepted 
readily by the East. 


It was a remarkable case of leaders 
of the Occident and the Orient taking 
council together. hey met as equals; 
their will towards each other was good: 
their talk was friendly. They~ ex- 
‘changed information, discussed frankly 
some different points of view, and as a 
result of sensible, mutual compromises 
found common ground ard reached un- 
derstandings. Such conferences will do 
much to promote fellowship and peace 
amongst all the races upon Earth. 


_ Yes, Britain has proved herself a 
sincere partner and friend of Asian 
peoples. She will continue so. Since 
the war two great causes have com- 
manded the allegiance of all Asians 
with progressive minds. One is the 
need to improve the economic standard 
of living of the Asian masses—peasants 
and small-holders and labourers every- 
where. The other is the urge of na- 
tional populations to gain their political 
freedom. We British in Asia stoutly 
support both causés. 


Let me consider, for example, 
attitude to them in Malaya. 

First there is the need to secure bet- 
ter standards of material well-being for 
the working people. At the end of the 
war any hope of such standards was 
‘threatened with destruction. A primary 
reed for everyone is enough food to 
eat—but South-East Asia faced the 


our 


danger of a_ rice famine. Immediately 
the British Government, at its own tax- 
payers’ expense, sent Lord Killearn and 
a staff of experts to Singapore to help 
stimulate the energetic production and 
equitable distribution of rice through- 
out the area, so that the people in 
every country should get their fair 
share of the limited supplies available. 
This was done with the full co-opera- 
tion of each Government concerned, 
and to the benefit of all. It was es- 
pecially important for the inhabitants 
of territories like the Federation of 
Malaya and Singapore, where import- 
ed rice provides such a large part of 
their basic food. Lord Killearn’s or- 
ganisation helped tremendously to save 
the situation, to avert a famine, and to 
start the restoration of conditions in 
which the supply and distribution of 
rice might become again more regular 
and ample. 

Let me illustrate further our policy 
of creating conditions which make pos- 
sible a higher standard of life for the 
people. Rates of wages in Malaya de- 
pend largely on the economic strength 
—the capacity to pay. wages—of indus- 
tries like rubber planting and tin min- 
ing. British Administration and Bri- 
tish private enterprise have played a 
big part in rehabilitating these vital 
activities since the war. As a result 
Malaya’s economic recovery has been 
as quick and great as that of any coun- 
try in Asia, andfar quicker and greater 
than most. For example, the output 
of rubber last year was nearly 700,000 
tons, an all-time record. And although 
the price of rubber is little better than 
it was before the war, wages are much 
higher than they were then. 


As for the Governments—who are 
large employers of labour _ themselves 
—they have given a lead in this matter 
of wages. They have raised the pay 
of their workers, especially of those to- 
wards the bottom of the scale. Their 
lowest paid employees are now receiv- 
ing three times as much as they did 
before the war. 


Let me carry my argument a step 
further. Industries may be prosperous, 
yet the work people in them may not 
always secure a proper share of the 
the yields which are‘partly the fruits 
of their labour. The Governments in 
the Federation and Singapore are an- 
xious that Labour here shall reap its 
full reward. One way of achieving 
this is by the creation of Trades Unions 
to represent the workpeoples’ interests, 
to forward those interests in negotia- 
tions with employers, and to defend 
them by all other 2gitimate means. 
The British authc es have given 
consistent encourage 2nt and support 
to the hundreds « lawful Trades 
Unions which have sprung up in 
Malaya and Singapore since the war. 
We are anxious that they shall be en- 
abled to perform fully, by peaceful 
and constitutional means, all the 
funcnons of Trades Unions in a de- 
mocratic state. 

Let me mention another aspect of 
this problem. In a modern state the 
Government can do much by a com- 
prehensive system of social services 
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to improve the lot of the population. 
In Malaya and Singapore our plans 
for the development of health, educa- 
tion and social welfare services are 
far-reaching, and will be pressed for- 
ward as quickly as financial and other 
circumstances permit. 

It has been suggested that in these 
straightened times the British tax- 
payers themselves should contribute 
money towards this cause of the 
economic uplift of the people in 
Malaya. They are doing so already. 
Consider the case of the Colonial De- 
velopment and Welfare Fund. Under: 
it the Federation and Singapore will 
receive $43,000,000 over the next few 
years, to be spent on schemes to help, 
amongst others, peasants, fishermen 
and labourers. That whole sum will 
come from the pockets of the British 
taxpayers. It is not a loan to be re- 
paid, but a gift freely given. 

I could give other examples of con- 
siderable financial contributions by 
the British people. One example is 
the $850,000,000 granted by the British. 
Parliament from revenue paid by Bri- 
tish taxpayers as capital to finance the 
Colonial Development Corporation. A 
fair share of that large sum will come 
to Malaya. Yet other examples of 
the British taxpayers’ aid is the 
$8,500,000 given outright by them to- 
wards the foundation of the Univer- 
sity of Malaya and the gift of $85,000, - 
000 toward the Malayan War Damage 
Compensation scheme. These _ and 
other efforts all add up to a mighty 
support for the endeavour to improve 
the conditions of life and the pros- 
pects of attainment of the peoples of 
Malaya. 

Then there is the second great con- 
temporary Asian cause—the movement 
of peoples towards national political 
freedom, I have already mentioned 
how the British helped to lead the 
peoples of India and other countries 
to the self-government which they 
now fully exercise. We work in the 
same spirit towards the same end 
wherever we have political responsi- 
bilities. We work for it in the Fede- 
ration of Malay and Singapore. The 
new Constitutions inaugurated last 
vear were firm steps towards self-rule, 
and they will be followed _ steadily. 
through the years ahead by further 
steps, until the ultimate destination is 
reached. 


One feature in the Federation and 
Singapore which might in certain cir- 
cumstances prejudice progress is the 
existence of different racial communi- 
ties who to some extent have varying 
interests. Critics sometimes suggest 
that we British seek to exploit that 
situation—that our purpose is_ to 
“Divide and Rule”. Nothing could be 
further from the truth. Our purpose 
is the very opposite. It is to “Unite 
and gradually transfer rule”. We 
shall support with all our hearts any 
movement seeking to associate the 
Malays, the Malayan Chinese and other 
communities who owe _ undivided 
loyalty — unswerving allegiance — to 
Malaya in a brotherhood of all the 
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HONGKONG TRADE UNIONS & POLITICS 


With the recent strike of taxi-drivers 
still present in many people’s minds, it 
might be worth while considering the 
progress of the local ‘Trade  ‘inions. 
Labour is forming into mainly two 
federations, one being Pro KMT, and 
the other being Contra KM, and it 
is this factor of a strong political basis 
‘which is hardly the ideal platform for 
the growth of successful and satisfac- 
fory Trade Unions. It has taken the 
United Kingdom from the early 19th 
Century to the present day to develop 
‘the highly efficient and complex Trade 
Union Organisation which now exists, 
and-it was not for fifty years that the 
Unions with able leaders were able to 
Succeed in politics. The politics of 
the Chinese workers in Hongkong are 
@hinese, and with the bitter and com- 
plex politics prevalent in China, this 
is a dangerous factor. 


As Trade Unions developed in the 
United Kingdom they turned to politics 
as a means of attaining their ideals, 
and from those small beginnings 
developed the present day Socialist 
platform of the Labour Party. But 
the fundamental result is that an ideal 
has developed through Trade Unionism 
into a way of life. Here in Hongkong 
-it is said that Unions are being en- 
couraged to take part in politics in the 
Colony and discouraged. from taking 
part in external politics. Yet it must 
be admitted at the same time that the 
Unions are already aligned into camps 
which are based on external politics. 
As far as the prosperity of the Colony 
is concerned, this fact will surely lead 


to anti-social unrest and the detrimen- 
tal effect of China’s political troubles 
on the industrial relations of Hong- 
kong. 

If Trade Unions are to grow and 
prosper in this Colony, it would be 
much safer if greater emphasis was 
placed on the many other functions 
and aims of Trade Unionism; ie. 
negotiations of wages, conditions, hours 
—formulation of industrial policy and 
organisation of Unions, not forgetting 
the payment of benefits and edu- 
cational work. As ‘these activities ad- 
vance, so it will follow that the 
workers will turn to politics of the 
kind that the workers of the Western 
democratic countries have now attain- 
ed, 

Now that there are prospects of 
more factories being set up in Hong- 
kong in the future, it is essential for 
the prosperity of the Colony that there 
should be good industrial relaticns be- 
tween workers and management and 
the rapid growth of adequate negotiat- 
ing machinery. While the Unions 
have leaders whose allegiance is to ex- 
ternal factions, they will be labouring 
under a terrific handicap, and the fac- 
tions In the Unions will be like a can- 
cer destroying the kernel from which 
the true Trade Unions should develop. 
It will leave the prosperity of the 
Colony open to sabotage cry disruptive 
elements whose interests are contrary 
to those of the community. On look- 
ing at some of the other more 
advanced Trade Unions of European 
countries, one can see that leaders 


peoples of this country inspired by a 
common patriotism. We look forward 
ultimately to the day when they may 
take thcir place beside the other self- 
governing peoples in the British Com- 
monwealth. 


That is a promise, We shall not 
break it. But just as we shall not 
run away from our promises, so also 
we shall not run away from our res- 
ponsibilities in Malaya. With your 
consent we have assumed weighty 
duties connected with internal ad- 
ministration and external relations 
here. In partnership and friendship 
with you we shall stay as long as you 
and we think it necessary for the ful- 
filment of our tasks. 


All the splendid causes which I have 
mentioned, which offer such high hopes 
and such a noble destiny for Asian 
peoples, are being vigorously and des- 
perately opposed in Malay just now 
by bands of armed gangsters roaming 
the jungle. They are destroying pro- 
perty and murdering people in the 
name of the cause which they serve 
—Communism. They and their com- 
rades elsewhere dislike the prospect 
of peasants and labourers enjoying a 
better economic standard of living. 
That would make people comfortable 
and content, whereas these terrorisis 
wish them to be very uncomfortable 
_and extremely discontent, for only in 


such conditions can Communists 
achieve their dark designs. 

Nor do these wicked men relish the 
idea of the Asian peoples being free. 
That would enable them to resist the 
dictatorship of international Commu- 
nist tyrants. For this reason the Com- 
munists in India oppose Nehru’s Gov- 
ernment, the Communists in Burma 
fight Thakin Nu’s Government, the 
Communists in Java bore arms against 
the Indonesian Republican Govern- 
ment, and the Communists in Malaya 
oppose our peaceful movement to- 
wards self-government here. It is 
significant that most of the local Com- 
munists are aliens to Malaya. They 
wish to capture this country for for- 
eign rule. You and I are working to- 
wards government of the peoples of 
Malaya, by the peoples of Malaya, for 
the peoples of Malaya. The Commu- 
nists do not like that. They ‘want 
government of the peoples of Malaya 
by Chinese thugs for Russian Com- 
missars. 

Because the peoples of Malaya were 
making progress towards prosperity 
and freedom, the Communists raised 
their flag of revolt. They wish to halt 
your forward steps. We must con- 
tinue our actions against them until 
they are swept from the path, and 
the way is clear for the onward march 
of the Malayan peoples towards their 
destiny. 


January 26 
whose ideals are ‘influenced by the 
politics of external factions are de 
trimental to the prosperity cf the 


country as a whole. Hongkong, with 
its uncontrolled immigration of Chi- 
nese provides an opportinity for un- 
desirable, persons {9 coine into the 
Cclony and ferment industrial trouble 
when the Unions of the Colony have 
as a political basis those ideals of ex- 
ternal factions. It is to be hoped that 
the authorities will carefully nurse 
these new born Unions of Hongkong 
along democratic lines and do_ their 
test to. instil the ideals of True Trade 
Uniohism. Co-operation with manage- 
ment and higher industrial efficiency 
combined with better conditions for 
the workers must be the prime aim; 
but the encouragement of politics is 
a matter that can conceivably be al- 
lowed to remain dormant at least for 
the present. 
— D. E. 


NEW HONGKONG 
ORDINANCES 


The following ordinances have now 
been passed into law by the Hongkong 
Government : — 

(a) An ordinance to Control the En- 
try into Exit from and Movement within: 
the Colony of Persons not Born therein, 
1249. 

(b) An Ordinance to Amend. the 
Inland Revenue Ordinance of 1947. 

(c) An Ordinance to Amend the 
Companies Ordinance of 1932. 

(d) An Ordinance to Amend _ the 
Merchant Shipping Ordinance of 1899. 

An outline of these ordinances is 
given below :— 


(a) Immigrants Control Ordinance 


The object of this Ordinance is to 
revise and consolidate legislation re- 
lating to the entry into and residence 
in the Colony of persons who are not 
born in Hongkong, and to provide for 
the better control of such persons,. as 
well as a check on their movements. 
Previous ordinances on this subject, 
are repealed. The new _ ordinance 
brings the control of aliens more into: 


line with the practice adopted in 
Great Britain. 

(b) Inland Revenue Ordinance 
Amendment 


This ordinance is intended to clear 
up certain ambiguities and loopholes 
that were found in the Inland Revenue 
Ordinance of 1947, such as, among 
other points, whether the profits on 
sub-letting are liable to tax—which 
it is now made clear they are; and whe- 
ther annuities are liable, which they 
also are. The amendment also  pro- 
vides that a married woman in receipt 
of an income, whose husband is not 
liable to payment of salaries and an- 
nuities tax by reason, for instance, of 
non-residence, shall be assessed for 
income tax as a “femme sole”. 

An interesting amendment, made ne- 
cessary by recent constitutional changes 
in the position of India and Burma, is 
a revised definition of the term “Bri- 
tish Empire.” , 
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HONGKONG-CENTRE OF AIR 
TRANSPORT IN THE FAR EAST 


By virtue of its geographic position 
in the centre of the Far East and at 
the crossroads of the Pacific and Indian 
oceans Hongkong was predestined to 
become, as it had been the case with 
shipping, the principal base for com- 
mercial aviation in this part of the 
world. During the years following the 
end of war the Colony has been de- 
veloped into one of the world’s greatest 
entrepots with ever improving facilities 
for international trade promotion, grow- 
ing into a traushipment centre par ex- 
cellence, and enjoying the blessings of 
a stable government, of economic secur- 
ity with a solid currency linked to the 
pound sterling, and of local and foreign 
confidence into an ever more prosperous 
future. 

Although the present airfield (Kai- 
tak) is most conveniently located from 
the point of view of business men and 
travellers—being only some 10 minutes 
by car from the harbour—the necessity 
for constructing an aerodrome in the 
Deep Bay area (some 80 to 90 minutes 
distance from the harbour) has been 


(c) Amendment to the Companies 
Ordinance 


The main object in this amendment 
to the Companies Ordinance of 1932 
is the repeal of the original Section 320 
in the ordinance and the insertion of 
a new Section 320 which reads: 

“320. A company incorporated out- 
side the Colony which shall have filed 
with the Registrar of Companies the 
Documents specified in sub-section 
(1) of section 319, shall have the same 
power to acquire hold and dispose of 
immovable property in the Colony as 
if it were a company incorporated un- 
der this Ordinance.” This enables 
foreign corporations to acquire im- 
movable property in the Colony with- 
out the prior consent of the Governor 
in Council, and follows a similar prac- 
tice in the United Kingdom. 


(d) Merchant 
Amendment 


Shipping Ordinance 


This amendment to the Merchant 
Shipping Ordinance of 1899 brings up 
ta date the penalties imposed, and 
amends the _ stipulations in regard tu 
the conveying of dangerous goods, the 
proper salvaging of wrecks, etc. It also 
includes mechanically propelled junks 
or lorchas in the definition of “ship” 
for the purposes of the International 
Collision Regulations. As there are 
300 plying in the waters of the 
Colony, the need for clarifying the 
position of these vessels is evident. 

Some idea of the problems involved 
in the regulation of small craft in the 
waters of the Colony and _ the need 
for registration of persons dwelling on 
them is given in Marine Department 
records, which show that there are 
17,357 cargo boats, fishing junks, 
hulks, lighters, trading junks, water- 
boats,’ and. small boats (excluding 
pleasure boats) licensed, and inhabited 
by 100,000 persons. 


acknowledged by the British and Hong- 
kong Governments for reasons of effi- 
ciency and future planning of aviation 
developments. As it is, Kaitak airfield 
can cope with present-day civil trans- 
port requirements but already the new 
super-heavy aircraft can no longer land 
and take off here with full weight of 
passengers and freight. Furthermore 
the hill range to the north also tends 
to limit flight operations under certain 
weather conditions. 


With an increasing air traffic of 
about 50 international civil aircraft 
landings and take-offs per day—apart 
from local training flights and R.A.F. 
as well as other military air forces’ use 
of the airfield—the need for expansion 
has been, felt as urgent since 1946. The 
number of passengers and freight hand- 
led last year amounted to respectively 
227,681 persons and 1,727 tons; mail 
inward and outward aggregated 32814 
tons. Last December no less than 1,546 
civil craft arrived and departed from 
Kaitak on international flights. 

Kaitak was already before the war 
(1941) well developed but the Japanese 
forces improved and enlarged the air- 
field during the years of occupation so 
that at the time of the return of the 
British authorities a better aerodrome 
was found. Further development took 
place and today Kaitak is but for the 
hills to the north a modern and well- 
equipped airfield which can stand com- 
parison with most European and Am- 
erican airfields. 


Aviation Companies in Hongkong 


Hongkong was regarded before 1941 
as the principal air terminus in the Far 
East. There were then two Imperial 
Airways services weekly to*Southamp- 
ton, via Singapore, where connection 
was made with the service to Australia. 
Air France operated one service a week 
to Paris via Saigon and Bangkok. Pan 
American Airways operated a weekly 
service between Hongkong and San 
Francisco, via Manila, and Honolulu. 
The China National Aviation Corpora- 
tion, and the Eurasia Aviation Corpora- 
tion (later to become CATC) operated 
services between Hongkong and Chin, 
ese cities. Imperial Airways started 
with a service from Rangoon -to Hong- 
kong via Kunming, while the Eurasia 
Corporation had a_ bi-weekly service 
between Kunming and Hanoi, also 
touching Hongkong. 

Japanese-controlled air services were 
making preparations to extend services 
to Hongkong but the outbreak of war 
intervened. 

At the end of 1948 there were 14 
aviation companies operating in Hong- 
kong being of the following national- 
ities: British, French, Norwegian, 
U.S.A., Chinese, Philippine, Siamese, 
Portuguese; with offices on the Island, 
in Kowloon and at the airfield, employ- 
ing thousands of local and foreign men 
and women in office, traffic, repair and 
maintenance services. Every month 
the operations of the civil aviation com- 
panies expand and more employees find 
jobs. 
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There are now seven companies 
operating scheduled services, viz. 
BOAC, H.K. Airways, CNAC, CATC, 
Pan American World Airways, | Air 
France, Cathay Pacific Airways. Seven 
companies Operate unscheduled _ ser- 
vices, viz. Philippine Air Lines, CPA, 
Siamese Airways, Pacific Overseas 
Airlines Siam, Braathen’s SAFE, Trans 
Asiatic Airlines Inc., and TAA (Siam), 
and Macao Air Transport Co. Two 
companies are incorporated in Hong- 
kong: H.K, Airways and CPA. 

The early commencement of flights 
by Canadian Pacific, the American. 
North West Airlines, the Dutch K.L.M. 
and the Australian Government owned 
Quantas Airways, opening still more 
air routes for travellers and freight 
and mail, will further increase the bur- 
den on Kaitak. 

Activity of the British owned and 
managed Far East Flying Training 
School has notably expanded in 1948; 
more students have. enrolled and pilots 
have graduated. The School owns a 
small fleet of one, motored training 
planes which are almost the whole day 
in the air testifying to .the popularity 
of aviation among the local population. 

There is an extensive establishment 
cf the R.A.F. at Kaitak. Many adminis- 
trative buildings of a modern type are 
owned by the R.A.F. who also accom- 
modate a considerable number of the 
Hongkong based personnel, partly with. 
families, in so-called . sustérity build- 
ings (mostly Nissen. huts) on the north- 
eastern fringe of the aerodrome. Apart 
from Dakotas (C 47) which are -not 
regularly stationed at Kaitak the RAF 
maintain a complement of Sunderland 
flying boats (the same type as now 
used by BOAC but converted by them 
to passenger and freight service) on the 
water adjacent to the RAF-sector of . 
Kaitak aerodrome. Air maintenance 
facilities for military aircraft are pro- 
vided by the RAF who also look after 
the accornmodation of foreign visitors | 
(e.g. when US Army .or Navy planes 
call on Hongkong). 


Airport and tts Facilities 


The Department of Civil Aviation of 
Hongkong Government (DCA) possess 
a number of buildings at the civil air- 
port besides maintaining the director-. 
ate in the business centre of Hongkong. 
The main building at Kaitak of DCA 
houses the airport manager and the 
administration, and the following offi- 
ces; aeradio, air movements, meteoro- 
logical forecast (together with the 
Royal Observatory) and administration} 
pilots’ briefing and area control. The 
nerve centre of the airport is the con- 
trol room (flying control) where mess- 
ages from aircraft to and from Hong- 
kong if within the control area are re- 
ceived every % or one hour (depending 
on the distance of flight). Contacts be- 
tween the airport and the pilots in the 
air are maintained either by morse 
(going through the wireless operators’ 
department) or by radio telephone. The 
DCA operates the airport control tower, 
where the airport control officer and 
the aeradio supervisor direct traffic, on 
the top of the building which is the 
property of Jardine Matheson & Co, 
(housing also. the administration of 
Hongkong Airways Ltd) as the old 
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control tower has been 
quate for meeting 
requirements. 

For the convenience of the travelling 
public the DCA has erected a terminal 
building where there are waiting 
rooms, a_ restaurant, inspection pre- 
mises for the local Revenue officers 
(incorrectly termed customs officers), 
passport and immigration control, 
medical officer. The terminal building’s 
cafe and restaurant are managed | by 
the principal catering firm of the Col- 
ony. An Office of a local travel agency 
and several operation offices of avia- 
tion companies are also in the terminal 
building next to which is a post office 
which accepts mail, sells stamps and 
dispatches inward mail to the G.P.O. 

The location of the airfield on the 
edge of the wide Kowloon bay, with a 
fine view across the harbour and a 
range of hills: to the north, is most pic- 
turesque. 

Three oil companies maintain pumps 
on the airfield which are filled both 
from tanks of motor trucks and by a 
small pipeline which connects oil-carry- 
ing barges. with the pumps. Small 
buildings have been erected by each 
company. 

CNAC have at present only one 
medium sized workshop on the airfield 
which is inadequate to take care of its 
own fieet but new land of about one 
million square feet has recently been 
rented from Hongkong Government 
and this land is now actively develop- 
ed. A large aircraft maintenance 
workshop and hangars are to be con- 
structed in order to service the CNAC 
fleet which-is now shifting to the Col- 
ony as its operational headquarters. 
CNAC is part-owned: by an American 
corporation (which also owns PAWA) 
but management is in Chinese hands. 
Due to the political changes in China, 
CNAC has made all preparations to 
operate from Hongkong while keeping 
nominally the head-office in Canton. 
Very large quantities. of American 
material for CNAC’s new operational 
headquarters have arrived here several 
weeks ago and more material is un- 
loaded daily. 

Central Air Transport Corp. (CATC) 
have only a small workshop on the air- 
field. This Chinese "Government owned 
company. may also undertake expan- 
sion of its local operations. 

Macao Air Transport Co. Ltd. 
(MATCO) are operating a week-end 
service to Macao with 2 amphibious 
aircraft (Catalinas, of Canadian manu- 
facture) which were acquired from 
CPA. The major share in Matco be- 
longs to an active Macao Govt. oificial. 
Matco planes are otherwise chartered 
by traders, mostly by gold importers 
who airfreight their precious cargo 
from other ports to Macao for further 
re-exports. 


Cathay Pacific Airways (CPA) have 
recently been reorganised with the 
former owners (mostly Australian ex- 
pilots and business men and Mr. Roy 
Farrell, an American, who now has 
severed his connections looking after 
new business in Manila) taking a min- 
crity interest... The principal new in- 
terests in CPA are Messrs Butterfield 
& Swire and the Australian National 
Airways (a- private company). CPA’s 


found inade- 
current air traffic 
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planes (C 47, Dakotas) are serviced by. 
an affiliated company, the PAMAS 
(Pacific Air Maintenance & Supply Co. 
Ltd.) 


BOAC and Hongkong Airways planes 
are serviced by Jardine Aircraft Main- 
tenance Co. Ltd. (JAMCO). 


Other commercial aircraft are being 
serviced either by JAMCO or PAMAS 
(viz. Air France, Braathens, PAWA, 
Siamese Airways, POAS, PAL, TAA, 
MATCO; flying boats, amphibious and 
lend planes). In addition to repair and 
maintenance of aircraft owned by com- 
panies operating in and from the Col- 
ony there are also increasingly exten- 
sive services rendered to airplanes of 
other countries (like India, Burma). 


Aircraft Maintenance 


A significant development has taken 
place since several months in Hong- 
kong’s aviation when the two old Bri- 
tish shipping and trading firms of 
Jardine Matheson & Co. Ltd. and 
Messrs Butterfield & Swire took a hand 
in the promotion of Hongkong as a 
centre for aircraft repair, maintenance 
and general servicing. Jardine Mathe- 
son organised the Jardine Aircraft 
Maintenance Co. Ltd. (JAMCO) erected 
a spacious hangar and_ several work- 
shops, and continue at present with 
further development in order to service 
and repair commercial aircraft as 
used by local companies. JAMCO’s 
biggest task at present is the servicing 
of BOAC’s four-motored Plymouth fiy- 
ing boats but looking after the growing 
fleet of Hongkong Airways’ C 47 (Dako- 
tas) requires the major portion of 
Jamco’s time. 


The Pacific Air Maintenance & 
Supply Co., Ltd. (Pamas) is a joint en- 
terprise of Butterfield & Swire, Aus- 
tralian National Airways and CPA, 
with the manager of the Colony’s 
major dockyards (Taikoo Dockyard & 
Engineering Co. of H.K. Ltd.) serving 
as managing director of the new en- 
terprise. PPAMAS are only operating 
since about 6 months but they have 
already established themselves. in 
South East Asia. Not only are they 
taking care of many aircraft of local 
companies but they also have success- 
fully started on extensive repair work 
on Indian and Burmese planes. As 
Taikoo (Butterfield & Swire) have now 
for decades served the shipping indus- 
try by building and repairing ships of 
any size (constructing ships up to 10.- 
000 tons), PAMAS endeavour to do the 
same with regard to aircraft. Their 
plans are far-reaching. To judge by 
the splendid record of performance in 
industry and commerce which Butter- 
field & Swire have achieved in the 
Far East the success of the new en- 
derprise is a foregone conclusion. 
PAMAS’ engineering staff is practically 
all from Australia. Local mechanics 
are trained in fair numbers. The 
Company is preparing the erection of 
more workshops and hangars so as to 
cope with the many demands received 
from abroad for a large number of re- 
pairs including major overhauls. 
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JAMCO and PAMAS will, by virtue 
of their increasing scope of aircraft 
maintenance services, attract new busi- 
ness to Hongkong thus developing 
Hongkong, as it was done with ship- 
ping, into the principal centre of avia- 
tion in the Far East. 


Kaitak Airfield 


There are two runways at Kaitak, 
one of 1572 x 107 yards (which takes 
about 75% of all traffic) and the other 
of 1586 x 77 yards. The majority of 
plartes take off towards the South East 
and land from the North West (in ac- 
cordance with the prevailing wind 
direction in the Colony). The princi- 
pal runway is described in aeronautical 
language as “strip 13’31’ (compass di- 
rection 130 degrees—310 degrees). 

Because of the hills to the north 
there are only the following 2 offtakes 
permitted; towards South West over 
Kowloon, and towards South East over 
Lyemoon. Three landings are per- 
mitted: as above, viz. from South East 
and from South West, and from the 
North West. The airfield is only dan- 
gerous for operation in case of north 
winds in which case it will be closed. 
As however north winds rarely blow 
in Hongkong the hills of Kowloon actu- 
ally do not impede air traffic. 

Kaitak could be well maintained in 
future even after the new aerodrome 
will be opened for air traffic. What 
would be required to improve Kaitak’s 
facilities is the lengthening of one run- 
way by reclaiming a_ small area of 
water thus allowing straight landing 
(giving incoming planes the benefit of 
a low angie of glide), and the reinforce- 
ment of the runway. Kaitak has many 
advantages which should be retained 
in future; its proximity to the busi- 
ness centre makes Kaitak almost in- 
dispensable for Far Eastern traffic such 
as between the Colony and Singapore 
to the west, Shanghai to the north, 
Tokyo to the east, and Manila to the 
south. Flights to Europe and America 
and other very long distance flights 
necessitate the utilisation of heavy four 
motored aircraft which will be best ac- 
commodated at the new airfield. 

Many pilots are appreciative of the 
present facilities which Kaitak offers 
and do feel that except for the biggest 
machines now in use (such as the DC 6 
and Constellations (whose all-up weight 
is about 90,000 lbs), the present air- 
field is fully adequate. In future, Kai- 
tak may also continue to be used by 
the RAF and for all flying boat .ser- 
vices. The recently developed aircraft 
maintenance and repair industry of 
Hongkong may also continue to operate 
at Kaitak while new workshops will of 
course be constructed at the new Deep 
Bay aerodrome, 

The following aircraft types are now 
using Kaitak: C 47 (Dakotas, also des- 
cribed as DC 3 from their American 
war record, made by Douglas) whose 
all-up weight is limited to 26 to 28,000 
lbs (all-up weight includes the air- 
craft and all passengers and freight); 
C 46 (Commanders, made by’ Curtiss) 


1949 


all-up weight 46 to 50,000 lbs; Ply- 
mouth 4-engined flying boats (used by 
BOAC); amphibian Catalina planes 
(made in Canada) all-up weight 40,000 
lbs; C 54 (Skymasters, also described 
as DC 4, made by Douglas) all-up 
weight 65,000 lbs. Most land-planes 
here are, however, C 47 Dakotas. 

The Director of Civil Aviation, Hong- 
kong, permits as maximum weight for 
planes landing 65 to 70,000 lbs, and for 
planes taking off 65,000 lbs. No higher 
all-up weight ‘for take-offs will be 
granted in order to enforce safety pre- 
cautions for passengers and the crew. 
The limitation has been prescribed be- 
cause of the questionable solidity of 
the rock foundation of the runways. 
While the concrete cover is adequate 
and could, at relatively small expense. 
be reinforced the rock foundation be- 
neath is considered not adequate to 
permit heavier planes than 65,000 lbs 
(all included) to take off from Kaitak. 
This limitation precludes the arrival 
here of the big DC6 (which PAWA 
operates and also PAL from Manila) 
and the Constellations (which K.L.M. 
lands at Shanghai) as their — all-up 
weight is about 25,000 lbs in excess of 
the Kaitak weight ceiling. It is of 
course possible that a new and care- 
ful survey of the soil might result in a 
different figure which could make it 
possible that much heavier planes than 
at present can use Kaitak. 

Another disability of Kaitak at pre- 
sent is the inadequate length of its 
runways; although the DAS, Hong- 
kong, does not exclude e.g. Skymasters 
to take off when fully loaded (maxi- 
mum 65,000 lbs), American planes 
have to abide by regulations of the 
U.S. Aeronautical Commission who 
have prescribed what exact minimum 
length a runway would have to mea- 
sure in order to allow for the safe as- 
cent of a heavy plane (such as a Sky- 
master). Consequently, American 
owned Skymasters can only land and 
take off here by reducing the number 
of passengers and/or weight of freight 
to a somewhat lower weight than the 
Hongkong (and internationally) per- 
-mitted 65,000 Ibs. 

Plans for the new aerodrome of 
Hongkong, to be constructed in the 
Deep Bay area, have now reached an 
advanced stage. Total costs will ap- 
proximate $80 million (including 
equipment and buildings, hangars); 
reconstruction of roads and building of 
new roads will be required which costs 
would be additional to the above esti- 
mate. 

The new aerodrome will meet all re- 
quirements of modern civil aviation 
and when completed the position of 
Hongkong in air transport will be as 
firmly established as it is today in 
shipping. From the moment the first 
ground work starts to the completion 
of one or two runways less than two 
years will be required. 

Several previous plans for the con- 
struction of an aerodrome (like before 
the war on Lamma Island, after the 
war on Lantao, between Laichikok and 
Stonecutters Is.) were eventually dis- 
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DEVELOPMENT OF CIVIL AVIATION IN CHINA 


The first aeroplane flights in China 
were those of a French airman, M. 
Vallon, in 1909. Using a Sommer 
biplane, he gave a number of exhibi- 
tion flights at Kiangwan, near Shang- 
hai. The last of his flights, however, 
ended fatally. His machine crashed on 
the Shanghai Race Course, during a 
race meeting, and the pilot was killed 
instantly. 

_The following year a number of ex- 
hibition flights on a Bleriot monoplane 
were given at Peking, by a_ Russian 
aviator. They apparently so impressed 
the Chinese military authorities . that 
an experimental aircraft factory was 
started at Wulitih near Nanyuan. It 
Coes not, however, appear to have 
achieved anything by the time of the 
outbreak of the first revolution, when 
the republicans seriously proposed to 
tomb Peking from the air. Two Etrich 
monoplanes were actually purchased 
from Austria for this purpose, but they 
only reached Shanghai at the end of 
1912, after the revolution was over. 
These machines, piloted by Z. Y. Lee, 
a returned student from England, gave 
a number of exhibition flights before 
being sent, in 1913, first to Nanking, 
and then to Nanyuan, where they came 
under the control of Tsao Kun, who 
was at that time in command of the 
Third Division. In 1912, also, the 
second air fatality in China occurred, 
when a returned student from America, 
Feng Fu, was_ killed in an _ accident, 
during an exhibition flight at Canton. 

The Etrich monoplanes aroused con- 
siderable interest in the North, with the 
result that General Li Yuan-hung, then 
Vice-President and Chief of Staff, 
secured a grant of $300,000 for the 
purchase of twelve Caudron biplanes, 
the engagement of instructors, and the 
ecuipment of an aviation school. The 
Caudron brothers themselves brought 
Gut these aircraft, and gave demonstra- 
tion flights, before formally delivering 
them to the Ministry of War. A num- 
ber of guests, including the then French 
Minister (M. Conty) and_high Chinese 
Officials, were taken up as passengers 
during these trial flights. Two French 
and two Chinese instructors, and two 
Ce ee ee SESE 


carded in favour of the only possible 
area in the Colony which is flat and 
where some reclamations should easily 
yield additional space. 

The retention of Kaitak as an airfield 
of secondary importance will prove of 
great benefit to the community. There 
are some serious suggestions with re- 
gard to the future disposal of Kaitak 
as land for the erection of factories 
and workers’ dofmitories. As the 
finances of the Colony are in a very 
sound state and collections are expect- 
ed to remain high for a long timé to 
come, and further land for industrial 
use is amply available in Kowloon, 
there should be no need to auctiqn off 
Kaitak land. The growing business of 
Hongkong in international commerce 
can well afford to maintain two air- 
fields particularly now when a new 
and very promising aircraft main- 
tenance industry has been developed. 


French mechanics were engaged at the 
Nanyuan Aviation School, which, how- 
ever, was hampered in its activities by 
the difficulty of securing supplies dur- 
ing the Great War. By 1918 it was re- 
ported that about 100 Chinese pilots had 
qualified. And during 1917 aeroplanes 
were used for military purposes for the 
first time—in the operations against 
the bandit “White Wolf,” in the Mongo- 
lian expedition of “Little Hsu,” and in 
a spectacular attempt to bomb the 
Forbidden City during the brief-lived 
restoration of the Manchu Emperor. 

Nor was interest in aviation confined 
to the North. The Ministry of Navy 
established a seaplane school and ex- 
perimental factory at Foochow in 1916, 
where three aircraft were actually con- 
structed, though history does not record 
that any of them were serviceable. The 
Foochow experiment was, in fact, 
abandoned in 1921, when one of the 
seaplanes collapsed from engine trou- 
ble, while in flight. 


The next phase in the development 
of aviation in China seemed more 
promising. There was a_ surplus of 
modern aircraft in Europe at the end 
of the Great War, and in 1919 the 
Chinese Government signed contracts 
for the purchase of six large passenger 
planes with the Handley-Page Com- 
pany, and 40 Vickers-Vimy commercial 
planes, 40 Vimy training machines, and 
65 Avro aircraft, with the Viekers in- 
terests. An engagement was given that 
these aircraft would be used for train- 
ing and commercial purposes only, and 
on this understanding the British Gov- 
ernment seconded the late Group Cap- 
tain F. V. Holt, C.M.G., D.S.O., from 
the Air Ministry to act as_ technical 
adviser. Experienced British, American 
and French instructors were engaged, 
as well as a number of expert 
mechanics, and by 1920 thea new Avia- 
tion School at Nanyuan had made such 
headway that elaborate plans for a net- 
work of air services throughout the 
country were prepared. On May 7, 
1920, the British Minister, and eight or 
ten other invited guests, made a trial 
trip from Peking to Tientsin, in a 
Handley-Page machine, piloted by Cap- 
tain Mackenzie. It did the trip in just 
under the hour, and returned to Peking 
the same afternoon. 

In the summer of 1920 hostilities 
broke out between the ruling Anfu 
Clique and the Chihli militarists; who 
were joined by Marshal Chang Tso-lin. 
General Ting Shih-yuan (who later be- 


came Manchoukuo Ambaégsador te 
Tokyo) commandeered all available 
aircraft, including the Handley-Page 


machines, for military use. The British 
pilot-instructors were warned not to 
participate in the hostilities, and few if 
any Chinese were at that time qualified 
to pilot the Hand'’cy-Page craft. There 
was, however, a_ well-authenticated 
story that Anfu officials offered a 
douceur of 60,000 francs to a Swiss 
mechanic, if he would take-a Handley- 
Page machine down to Peitsang, to 
tomb the Chihli forces. Although he 
had never actually piloted. a machine 
before (though he had, of course, been 
up in one scores of times) the mechanic 
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accepted the offer.... The Handley- 
Page reached Peitsang and dropped its 
bombs—doing little, if any; serious 
damage. On the return flight to Nan- 
yuan it was subjected to rifle fire, and 
a severed petrol pipe compelled the 
pilot to land in a field. He made the 
necessary repairs, took to the air again, 
and got back to the aerodrome safely. 
There he collected his fee and without 
any unnecessary delay, left for his 
native land. If this story is true, the 
mechanic’s performance constituted a 
remarkable, if not an _ absolutely 
unique, feat. 


On the overthrow of the Anfu Clique, 
General Tsao Kun and Marshal Chang 
Tso-lin divided the Handley-Page ma- 
chines ‘between them, and removed 
them, respectively, to Paotingfu and 
Mukden. Marshal Chang also seized 
two fighters of the S.E.5 type that had 
keen ordered by the Tuchun of Honan. 
Fortunately the Vickers-Vimy aircraft 
had not been delivered or assembled at 
this juncture. so that in spite of the 
loss of the Handley-Pages the Nanyuan 
School was soon able to resume activ- 
ity. In an effort to prevent the diver- 
sion of the Vickers machines to mili- 
tary use, .President Hsu Shih-chang 
issued a Mandate on February 9, 1921, 
making the Nanyuan School an inde- 
pendent institution, responsible to the 
Cabinet, and not to the Ministry of 
War. During the following summer at- 
tempts were made to inaugurate the 
Peking-Shanghai air service, and sever- 
al flights were actually made to Tsi- 
nanfu. A week-end passenger and mai! 
Service between Peking and Peitaiho 
was also inaugurated, and maintainec, 
with more or less regularity, during the 
summer months of 1921-4. 


China’s militarists now began to take 
aviation seriously. Canton, in 1921, 
Managed to obtain some Curtiss planes, 
and developed a school and aerodrome 
of its own. Mukden and Paotingfu 
engaged in similar activities. In Feb- 
ruary, 1921, after the Italian flight to 
the Orient, one of the machines used 
mee Pheu to the Peking Govern- 
ment. 


In the spring of 1922 war broke out 
between the Chihli and Fengtien mili- 
tarists, and, as in 1920, the victors car- 
ried off as many of the aircraft as they 
could lay hands on, from Nanyuan. 
Group Captain Holt resigned, and re- 
turned to England, as did most of the 
foreign pilot-instructers. Petty politics 
end nepotism crept into the Aviation 
School, and such students as remained 
were undisciplined and _ inefficient. 
Most of the machines that remained 
after the 1922 war were wrecked or 
ruined, and when the Kuominchun oc- 
cupied Peking in 1924 there were but 
few aircraft among the spoils. The 
last of the Vickers-Vimy machines were 
taken cff to Kalgan when Feng  Yu- 
hsiang evacuated Peking in 1926. With 
the closing down of the Nanyuan 
School that year China’s first attempt 
at developing) commercial aviation 
came to a mournful end. British in- 
vestors who financed the Vickers con- 
tract are today owed over £31 million 
in capital and accumulated interest. 
‘And China has nothing to show for this 
debt. 
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From 1926 until the formation of the 
National Aviation Corporation in }929 
all attempts at commercial flying were 
suspended. The various local militar- 
ists, however, continued to purchase and 
employ aircraft. Leaders like Chang 
Hsueh-liang, Chang Tsung-chang, Sun 
Chuan-fang, Feng Yu-hsiang and Yen 
Hsi-shan all had air squadrons of vari- 
ous types among their military equip- 
ment, as well as the Yunnan, Sze- 
chwan, Canton and other militarists. 
American, British, French, Italian and 
other types were purchased, the makes 
including (in addition to the Handley- 
Page, Vickers and Caudrons of the 
earlier days) Schreck seaplanes, Bre- 
guets, Potez-Anzanis, Moths, Curtiss, 
Fords and Junkers—to mention only a 
few. The National Government has 
endeavoured without success to pre- 
vent the purchase and import of air- 
eraft intended for military use by the 
provincial militarists. Aeroplanes have 
frequently been used on both sides dur- 
ing the civil wars since 1927, but with- 
out decisive results until the 1933-4 
campaign in Fukien, where the Nan- 
king aircraft caused considerable loss 
of life, and undoubtedly produced a 
demoralizing effect upon the rebel 
forces. 

Foreign instructors have expressed 
the view that Chinese pilots are clever, 
level-headed and courageous flyers. 
Less favourable reports have been 
made of the mechanics. Until recently, 
however, the trained pilots were so few 
that they were inclined to regard them- 
selves as a privileged class, and when 
employed on military duty to fly much 
too high to be of real service either for 
kombing or for observation. Probably 
the largest and best-equipped of the 
provincial air forces until the Mukden 
coup was that of the Young Marshal, 
who, in 1931, was reported to have 
about 40 serviceable machines—mostly 
of French make—at Mukden, in addi- 
tion to some 100° Rolls-Royce engines. 
He employed French, British, Russian 
end Japanese instructors. His aircraft 
passed into the hands of the Japanese 
when Mukden was occupied. 


The C.N.A.C. 


The development of aviation in China 
entered upon a new phase in April, 
1929, with the signature by Mr. Sun 
Fo, then Minister of Railways and Pre- 
sident of the China National Aviation 
Ccrporation, and the American inter- 
ests known as Aviation Exploration, 


Inc., a subsidiary of the Curtiss Com- 


pany, ot a contract for the establish- 
ment of a mail and passenger service 
in China. The Curtiss group of com- 
panies, which was the largest combina- 
tion of aviation interests in America, 
undertook to provide the necessary 
equipment for the operation of airmail 
services in China. Details of this con- 
tract. need not be referred to inasmuch 
as its signature produced immediate 
friction between the Ministry of Rail- 
ways and the Ministry of Communica- 
tions, the latter claiming that the form- 
er had gone out of its sphere in con- 
cluding the agreement. The two Minis- 
tries actually competed with each other 
on the Shanghai-Hankow route, the 
Minister of Communications having im- 
ported a number of Stinson aeroplanes 


for the purpose. Eventually a Supreme 
Court decision to the effect that juris- 
diction over the air service was vested 
in the Ministry of Communications led 
{o Mr. Sun Fo’s resignation from the 
presidency of the China National Avia- 
tion Corporation, and the negotiation 
of a new contract with Mr. Wang Peh- 
chun, Minister of Communications. 
This document was signed on July 8, 
1930. It provided for the establishment 
of the China National Aviation Cor- 
poration with a capital of ten million 
yuan of which 5,500,000 were to be 
subscribed by the Ministry and the re- 


mainder by the Curtiss American Avia- 


tion. The Corporation was to be ad- 
ministered by five directors, three 
Chinese and two Americans. And _ it 
was to operate three air-lines, namely: 
Shanghai to Chengtu, Nanking to Pei- 
ping, Shanghai to Canton. 

The contract was to be for ten years 
with the option of renewal for another 
five, and all three lines were to be in 
operation within three years. The Am- 
erican pilots were to give every oppor- 
tunity for special training to Chinese 
pilots. Arrangements for the transport 
of mail were to be the subject of an 
agreement with the Chinese Postal Ad- 
ministration, but the Corporation was 
to have the exclusive right of carrying 
mail along the routes specified. 

The Sino-American enterprise imme- 
diately started a regular airmail and 
passenger service (on six days of -the 
week) to Hankow. For some time, 
however; it. was unable to extend the 
service westward to Chungking, as 
General Liu Hsiang threatened to shoot 
down, any aeroplanes that flew over his 
territory. In 1931 General Liu’s objec- 
tions were overcome, and a bi-weekly 
service to Chungking from MHankow, 
with stops at Shasi, Ichang and Wan- 
hsien, was inaugurated. This meant 
that a trip which normally took twelve 
days by steamer could be made within 
48 hours. A supplementary extension 
from Chungking to Chengtu was start- 
ed oh June 1, 1933, operated at first 
twice a week, and subsequently in- 
creased to a daily service. This trip, 
which formerly took six to eight days 
by boat and chair, .was done in two 
hours. Amphibian machines were used 
between Shanghai and Chungking. 

The next route opéned by the China 
National Aviation Corporation, was a 
tri-weekly service in June, 1932. be- 
tween Shanghai and Peiping. After a 
successful trial trio by a twin-motored 
Sikorsky biplane on October 24, 1933, 
the Shanghai-Canton airservice was in- 
augurated on November 24. The first 
flight ended disastrously though there 
were no fatalities. 


Eurasia Aviation Corp. 


About the same time the Ministry of 
Communications entered into another 
contract with the German Lufthansa 
Company. This provided for the estab- 
lishment of a Sino-German Corporation 
with a_ capital of 3,000,000 yuan of 
which 2,000,000 was to be subscribed 
by the Chinese Government and 1,000,- 
000 by the German company. The en- 
terprise was to be administered by a 
directorate of nine persons, six nomin- 
ated by the Chi Government, and 
three by the man’ company. The 
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Hongkong’s Imports & Exports of merchandise for the years of 1947 and 1948 


Imports 
Month % 
$ 
PABVAaTY er s., .sten i. 105,406 
RGDIUALYIn .Gis6cr.. 82,557 
WWEameh a ate stole les 113,104 
WAPITUY, Fetes sialake <iase giaiets 103,545 
A AV eats 5 sec Sys 68 rales 124,015 
SETS er Ce 130,474 
AUR eres. 5, ain: sails 142,562. 
PATI@ Stic i): AL. -aidice 119,794 
September ........ 233,433 
Octoberic -2.2.. wcads 350,552 
November ..........- 167,850 
December. caves sess 176,935 
PV CRS ce cet eas wpe Ae 1,549,931 
Monthly Averages 129,161 


company, since known as the Eurasia 
Aviation Corporation, was to operate 
from Shanghai to Berlin, via Nanking, 


Tientsin, Peiping, Manchouli and 
Siberia; 
To operate these services it was 


mecessary to secure the approval and 
support of the Soviet Government. The 
Eurasia Aviation Corporation has not 
been lucky. It inaugurated a service 
from Shanghai to Manchouli, via Nan- 
king and Peiping, in 1931, with the ob- 
ject of establishing a through airmail 
connection with Europe through Russia. 
It was not, however, found possible to 
come to a Satisfactory arrangement for 
air transit with Russia, the mails being 
carried at least part of the way to 
Europe by rail, and thus taking nearly 
as long to reach their destination as if 
they had been carried ‘by the usual 
railway systems. Moreover, one of the 
Eurasia machines was shot down on 
the borders of Outer Mongolia, in 1931, 
and the pilot and mechanic were cap- 
tured, barbarously treated, and senten- 
ced to long terms of imprisonment. The 
1zoute across Mongolia, therefoie, had 
to be abandoned. In 1932 experimental 
flights were made with a view to reach- 
ing the Russian border via the north- 
west. Wireless stations and landing 
grounds were prepared, and in Decem- 
ber weekly services between Peiping 
and Lanchow, and Nanking and Lan- 
chow were started. Difficulty was ex- 
perienced in extending the air service 
into Chinese Turkestan owing to the 
lack of transport for petrol and other 
supplies. 


Air services operated by the Eurasia 
Aviation Corporation had been progres- 
‘sively expanded until the outbreak of 
hostilities in 1937, when the headquar- 
ters of this Company was transferred 
first to Sian and later to Kunming: 

The Eurasia Air Service was con- 
ducted by all-metal Junker planes with 
accommodation for four and six pas- 
sengers. 

At the end of war the Chinese Govt. 
took over the Corporation and organ- 
ised it into the C.A.T.C. 


(In Thousands of HK$) 


£247.0 m., total exports £189.1 m— 
amounted to 267.97% for imports, and 
266.18% for exports. 


The estimated inerease in cost 
of living and in cost of foodstuffs 
and essential raw materials—with first 
half year 1941 at 100—in 1947 (May) 
was 290 to 310 times. Against the price 
level of commodities on the wholesale 
markets in Hongkong during the period 
1931-37, the advance in the post-war 
years was probably four to five times. 


Although in terms of sterling the 
trade of the Colony in 1948 was the 
highest in its history, as far as the 
quantity of commodities is concerned 
the trade results of 1948 still remain 
behind the pre-war figures. This fact 
is also borne out by the ocean cargo 
returns (as published in our issue of 
Jan. 19 under Shipping Review for 
1948) which only comprised approx. 
60% of the prewar averages. 


The average monthly import value 
in 1948 was $ 173.1 m., the average 
monthly export value $131.8 m. or, 
in sterling, 10.820 m. and 8.243 m. 
respectively. The prewar (1931-37) 
average monthly import and export 
values were (in millions sterling) 2.940 
and 2.251. 


— 1947 — — 1948 — 
Exports Import Import Imports Exports Import Import 
excess excess excess excess 
$ $ %o $ $ $ To 
102,591 2,815 2.74 140,755 113,316 27,439 24.21 
70,993 11,564 16.29 130,243 92,286 37,957 41.13 
95,795 17,309 18.07 170,562 115,037 55,525 48.27 
89,635 13,910 15.52 288,888 138,312 50,576 36.56 
99,905 24,110 24.13 176,735 133,028 43,707 32.8! 
100,472 30,002 29.86 173,787 106,118 67,669 63.7 
102,840 39,722 38.63 167,050 135,887 31,163 22.93 
72,377 47,417 65.51 130,150 148,291 Export éxcess 
+18,141 +13,94 
118,244 12,880 12.59 153,531 123,696 29,835 24.12 
115.019 35,533 30.89 193,814 150,233 43,581 29.01 
123,880 43,970 35.49 193,772 141,820 51,952 36.68 
125,079 51,856 41.46 258,248 184,713 73,535 39.81 
1,216,833 333,098 27.37 | 2,077,538 1,582,739 494,799 31.26 
101,402 27,758 27.37 173,128 131,895 41,233 31.26 
TRADE REVIEW 1948 Highest & lowest trade values in 
: 1947 and 1948: 
Total trade for the year 1948 
amounted to Mils 
Imports Year Month lion 
HK$ £ US$ ; $° 
(in thousands) Highest ...... 1947 _—-—‘ Dec. 176;9 
: eS a 1948 Dec. 258.2 
Imports 2,077,538 129,838 519,384 
Exports 1,582,739 98,921 247,302 Exports , 
——s Highest ...... 1947 Dec. 125.0. 
Total 3,660,277 228,759 766,686 Se aah soc 1948 Dec. 184.7 
Increases in 1948 over 1947:— im- Imports 
Lowest ...... 1947 Feb. 82.5 
ports 34.04%, exports 30.07%. ee Peete 1948 Nag: 130.1 
Increases in 1948 over the seven Fr t 
year pre-war average (1931-37)—total Toes oo. 1947 Feb. 70.8. 
imports for this seven year period “ ot 1948 Feb. 92.2 


Imports Excess in 1948: 


During last year there was only in 
one month (August) an export excess 
recorded ($18.1 m. or 13.94%) all other 
months showing import excess figures: 
as in the table above. 


Against 1947 the import excess of 
1948 is absolutely larger by 48.54%, 
but relatively larger only by 
3.89%. The import excess for 1947. 
was 27.37%, and for 1948 amounted 
tu 31.26%. The prewar import excess 
based on years 1931-37, was on the 
average 30.62%. (Average annual 
import value in sterling for the period . 
1931-37: 35.285 m., average annual 
export value £ 27.014 m.). 


The highest import excess in 1947 
was recorded in December with $ 51.8 
m. or 41:46%; but relatively the 
highest figure was in August 1947 
with $47.4 m. or 65.51%. 


The highest import excess in 1948 
was recorded in December with $73.5 
m. or 39.81% but the relatively highest 
import excess was recorded in June 
with $67.6 m. or 63.77%. 


The lowest import excess in 1947 
was in January with $2.8 m. or 2.74%. 
The lowest import excess in 1948 was 
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OUTLOOK FOR DOING BUSINESS WITH 
COMMUNIST CHINA 


(By a Correspondent) 


The Kuomintang is tottering rapidly 
and now the whole of Asia is looking 
askance at the Chinese Communist 
Party under Mao Tse-tung and won- 
dering. It might be some assistance to 
one’s ideas of the future to consider 
the man on whose ideologies fhe 
Communist regimes of the world base 
their belief. Karl Marx, that embit- 
tered refugee, wrote in his ‘Das Kapi- 
tal’ what has been accepted by the 
Communists as their conception of 
the.ideal way of life. He believed that 
value was only equal to the amount 
of labour concealed in a commodity, 
and that the thirst of capital leads to 
greater exploitation of the workers. 
His concept of history was the his- 
tory of class struggle and he advocated 
the fermation of an ‘Industrial Re- 
serve Army’ of unemployed, who in 
due course would throw over and des- 
troy the realms of capitalism. From 
these few salient points of his teach- 
ing one cannot help but feel that the 
idea of force and violent action is pre- 
sent. Surely his form of Socialism 
appeals to hatred and the ignobler 
passions and is sectional in outlook. 


Many Chinese and foreigners think 
that the Chinese Communists are not 
Communists in the true sense of the 
word and that they will put their coun- 
try first and their ideologies second. But 
one must not lose sight of the fact 
that all the countries of Europe which 
are now termed ‘Satellites’ are 
examples to the contrary. The future 
of the Far East is inextricably bound 


recorded in January with $27.4 m. 
or 24.21% but relatively the lowest 
Import excess was in July with $31.1 
m,. or 22.93%. 


Trade in December 1948 


All-time high figures for imports 
and exports were registered in Decem- 
ber. Compared with November, the 
December figures for imports were up 
by 33.37%, and for exports by 30.25%. 
Compared with December 1947, the 
December 1948 figures were increased 
by 45.95% for imports, and by 47.67% 
for exports. 


Bullion Trade: There was a large 
amount of gold and silver shipped 
during 1948 in and out of the Colony. 
Recorded imports for 1948 amounted 
te $528,231 only; recorded exports 
(practically only silver in ingots and 
coins) amounted to $22,497,314. It is 
conservatively estimated that the im- 
port and export value of bullion which 
was not recorded amounted to $500 
to 600 m. for last year. (Market 
estimates have conjectured figures for 
the gold import and export business 
almost doubling the above figure). 


up with the future of China and now 
that the prospects of at least a truce 
are in sight, what are the prospects 
of trade with this vast country with 
all its natural resources? The exhaus- 
tion of the country is acute and it 
will take much time and energy to 
revive the wheels of industry’ and 
production. Trade will re-develop no 
doubt, but there will be the fear that 
Communist ideology aiming at world 
Communism will over-shadow China’s 
recovery and that the appeals to hat- 
red will be more passionate than the 
appeals to good relations and friend- 
ship. Let us hope it is live and let 
live, not only just while it is con- 
venient. 


Assuming that the ensuing regime 
which gains control of China is a 
coalition with a Communist majority, 


what should the attitude of the 
U.S.A. and Britain be to such a 
situation? 

The economic situation of China 


will be very like that of Russia after 
the Revelution. There will be a very 
marked shortage of administrative 
personnel, the problem of the peasants, 


with raany having new won land, and. 


for the rest a lack of any industrial 
experience, and the acute need of 
capital. It is this latter fact which holds 
out an opportunity for the democratic 
powers to show their willingness to 
assist China in her recovery. There is 
a chance to offer, even if unofficially, 
to assist financially the economic re- 
covery of the country and to help 
trade to recover. As various wvtiters 
have stated, ‘trade ‘would probably 
start again on a reciprocal barter basis 
and slowly develop as currency was 
stabilised. But by  intimations that 
co-operation would be _ forthcoming, 
would it not be equivalent to gaining 
the first rung of the ladder? In the 
first place, a certain amount of con- 
fidence would be restored in the future 
prospects of the many industrial 
enterprises both Chinese and foreign 
which are now deteriorating rapidly 
while the firms pursue a wait-and- 
see policy. It is “quite possible that 
certain trade concessions and guaran- 
tees of security might be given by the 
new Chinese authorities in the general 
interests of the country. It is obvious 
that even though help will be forth- 
coming from the U.S.S.R., this will 
not be enough by a long way. If as 
seems more than likely, trade will 
again develop between China and the 
rest of the East and the whole World, 
would it not be advisable to endea- 
vour to obtain the best business terms? 
An early offer, although possibly in- 
volving risk, may be better than to 
offer too late. 
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TRADE BETWEEN 
HONGKONG AND 
NORTH CHINA. 


The trade between Hongkong and 
the Communist controlled areas in 
North China and the North East 
(Manchuria) has betn indirectly going 
on for sometime, but no direct ship- 
ping route has so far existed. Before 
the Communists gained control of any 
good oceaa port for trading with the 
outside world, trade with Hongkong, 
such_as there was, had been carried 
on via North Korea. But with the oc- 
cupation and orderly administration 
by the Communists of such important 
seaports as Yingkow (Liaoning pro- 
vince), Chefoo (Shantung province), 
and Tangku (Hopei province), direct 
trade between Hongkong and North 
China and the North East was thereby 
made possible, and following the 
gradual expansion of the Communist 
areas, China may again become the 
biggest market for Hongkong. 

Although the figures of trade be- 
tween Hhiongkong and the Communist-. 
controlled China for 1948 can only 
be guessed the volume of trade will 
eertainly increase in the near future. 
Recently more than 800 tons of goods 
have been exported to Chefoo. includ- 
ing 1000 pairs of Japanese rubber 
tyres; 200 tons vaseline; 900 pack- 
ages of paper of various kinds; and a 
variety of industrial raw materials. 
The exporters expect to exchange 
(barter) their goods for such Chinese 
produce as soya beans, vermicelii, 
gallnuts, cuttle fish, peanut oil, bristles 
etc., which are abundantly produced 
in those areas. Profit from such bar- 
ter is often reaching 80 percent, which 
is much higher than that which can be 
made in trade with North Korea. 
Pending the unification of currencies 
in Communist China, trade with Hong- 
kong has temporarily to be conducted 
on a barter basis. 

Foreign trade in Communist areas 
is comparatively free; the limited 
control now exercised over foreign 
trade has as its objective the develop- 
ment of local native production, and 
the raising of living standards of the 
people; and also the protection of 
rational industries, the promotion of 
exports of industrial and agricultural 
products. Foreign exchange derived 
from exports is to be used to pay for 
those imports which are necessary for 
economic reconstruction. 

The procedure for effecting imports 
is simple; except for the payment. of 
a light import duty, it is not necessary 
to obtain beforehand any import 
licence. But merchants from _ non- 
Communist areas are required to pro- 
vide guarantees during their short 
stay, and as soon as. their _ business 
errand is completed, they have to leave 
the place. i 
_ Merchants in Hongkong take a keen 
interest in this new opportunity, and 
are ready to make the best of it. Bri- 
tish and Chinese shipping firms here 
are prepared te resume or to intro- 
duce the running of vessels between 
Hongkong and the Communist ports 
in North China end in the North East. 
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The North Eastern provinces of 
China (Manchuria) possess sixty per- 
cent of China’s total industry. Since 
political and economic conditions in 
the North East are now returning to 
normal under Communist rule, there 
1s reason to expect the gradual reviv- 
ing of industry, which will soon 
necessitate the importation of large 
quantities of raw materials from out- 
side. On the other hand, trade in 
Eongkeng has suffered a great deal 
because of the restrictive trade policy 
adopted by the Nationalist Government. 
Now that the ports in North China and 
the North East are opened to foreign 
trade, there is no doubt that additional 
foreign trade will contribute further 
to the prosperity of Hongkong. 


Trade with North & South Korea 


As is outlined in the leading article 
of this Review trade with Korea has 
developed in 1948 to astonishing 
heights. There is every promise fo~ 
further expansion. Hongkong has be- 
come a major supply base for Korean 


industries and for consumer goods 
needed in Korea, and at the same 
time distributing Korean produce 


among buyers from almost every coun- 
try. When a foreign exchange rate 
for the Korean money, the won, will 
sooner or later be introduced com- 
merce with Korea should further gain 
in volume. - 

Business with North Korea must 
still be conducted on a barter basis 
which creates under favourable condi- 
tions exceptional opportunities for en- 
terprising merchants but is, by the 
niajority, considered as far too risky 
to venture into it. Besides, there is 
a shortage of suitable small freighters 
which can be found here for charter 
trips up to North Korean ports. Tha 
merchants now engaged in business 
with North Korea are mostly small 
firms although capital at their disposai 
may be considerable. 

Some exchange of commodities, 
taking place in North Korean ports or 
outside such ports, is done for even- 
tual delivery to Chinese authorities or 
individual firms in Manchuria while 


cargo brought here from N. Korea 
often includes quantities of Man- 
churian produce. 

Several charter ships have left 


jongkong in the pasf for North Korea 

but were persuaded or compelled to 
call on a North China port, adminis- 
tered by the People’s Liberation Army. 
Usually the ensuing exchange of goods 
has proved very profitable for the 
merchants who have shown satisfac- 
tion that the barter did not proceed 
in North Korean waters where a smail- 
er quantity of produce might have 
been obtained for Hongkong exported 
raw rubber, newsprint, medicines, fine 
and industrial chemicals etc. 


Trade with Tientsin 


The second-largest port of China is 
now in the hands of the new regime 
and traders will soon resume com- 
munications with foreign countries. 
‘The port facilities are practically un- 
‘damaged and there should be _ no 
reason for a delay in the reopening of 
trade with North China via Tientsin. 


—$——— 
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HONG KONG’S TRADE WITH MACAO 


Hong Kong’s trade with Macao has 
shown a gratifying increase of recent 
years, the figures for imports from 
Macao for the eleven months January 
to November rising by 111% and ex- 
ports by 167% compared with 1939 
(twelve months), and by 7.9 and 91% 
respectively compared with the eleven 
months of 1947:— 


Imports Exports 

HK$ HK$ 
1948 (Jan./Nov.) 78,412,743 120,443,282 
1947 ( ,, » ) 172,665,793 62,937,375 
1946 ( ,, » ) 69,857,375 29,421,687 


52,872,239 45,038,953 

_The principal imports from Mocao dre 
oil-seeds, nuts and kernels, forming 19 
per cent. of the tctal and over 50 per 
cent. of Hong Kong’s total imports of 
this commodity; the chief exports to 
Macao are heating products, pulp and 
paper, and tobacco, the latter forming 
6@ per cent. of Hong Kong’s total ex- 
ports of this commodity. Details are 
given below, together with the. com- 
parative figures of imports and exports 
for Hong Kong:— 


Imports HK. Total 
from Macao Imports 
1948 1948 


(Jan./Nov.) (Jan./Nov.) 
HK$ HK$ 


Oil-seeds, nuts 
& kernels .. 14,616,600 26,790,312 
Textile fabrics 
& smallwares 10,566,918 159,684,130 
Manufactured 
articles, n.e.s. 10,653,363 92,545,232 
Vegetables, 
rootsetc..... 9,198,940 48,267,725 
Animals & 
vegetable oils, 
fats, etc. ... 8,806,572 88,684,130 
Other products 24,570,350 1,403,138,035 
Total... 78,412,743 1,819,289,869 


Orderly conditions prevail in the city 
and the new civil and, for the time 
being, military authorities appear to 
enjoy the cooperation of the popula- 
tion, and this includes the foreign 
communities as well. 

There are very large foreign invest- 


ments in Tientsin: utilities, ware- 
houses, commercial and __i residential 
buildings. The old-established foreign 


merchant houses and »anks are able, 
at short notice, to revive the dormant 
business of North China now that 
Tientsin has been taken over by the 
new regime. 

An air of optimism, after the many 
dark months of anxiety, is felt every- 
where in North China. Production is 
slowly returning to normalcy and the 
first signs of rehabilitation are en- 
couraging the common people to start 
their trades and ordinary business, 
abandoning speculation and hoarding. 
It might however still take several 
months until regular shipping services 


will be resumed and trade between 
North China, via Tientsin, and the 
world at large will once again be 


instrumental to bring about prosperity 
among an increasing number of 


people. 
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Exports HK. Total 
to Macao Exports 
HK$ HK$ 
Froducts for 
heating, light- 
ing) .etex 3. 14,558,511 64,756,925 
Pulp, paper. 
cardboard, etc. 13,667,107 58,453,413 
Tobacco ; 12,156,212 18,200,704 
Textile fabrics 
& small 
wares ..... 8,334,539 174,231,744 
Textiles ...... 2,615,493 54,027,074 
Other products 62,876,914 1,028,356,647 
Total . 120,443,282 1,398,026,507 


Macao now comes sixth on the list. 
of importers into Hong Kong, provid- 
ing nearly 4 per cent. of the imports, 
compared with less than 1 per cent. 
in 1937. In exports, Macao ranks 
fourth, taking nearly 8 per cent. from 
Heng Kong. 

The reason for this extraordinary 
increase is the diversion of Hongkong’s 
trade from South China to Macao. 
The innumerable and _ oppressive 
trade and exchange controls of China, 
which change faster than the ordinary 
trader finds time to study them, have 
caused a large volume of imports and 
exports, ultimately destined for China, 
to be routed via Macao. Between Ma- 
cao and Kwangtung there has been 
going on the most expansive smug- 
gling; hardly any cargo has been re- 
corded in ‘the Portuguese Colony as 
having arrived from and shipped to 
neighbouring South China. The Macao 
Govt does not publish—probably not 
even compile—trade returns. The trade 


figures of Hongkong, as far as con- 
cerning trade with Macao, and the 
Chinese Customs statistics, with re- 
gard to trade with Macao, are dis- 


creptant to such extent as to reveal 
the enormous smuggling between the 
Portuguese Colony and South China. 


At the beginning of i948 the Hong- 
kong authorities have found it neces- 
sary to introduce measures for as- 
sisting China’s export trade, ie. a 
number of leading export articles 
could not be  re-exported from the 
Colony unless the merchants submit- 
ted proof to the Hongkong authorities 
that they had surrendered their ex- 
port proceeds to the Central Bank of 
China. Similar assistance was also 
promised by the Macao Govt without, 
however, being in fact so. strict or 
intended to be observed there. Since 
there is much better supervision of 
Hongkong-China trade than Macao- 
China trade an_ increasingly large 
quantity of import and export com- 


modities have moved from here to 
Macao for transhipment to South 
China. This absurd trade pattern 


has on one hand benefitted the com- 
merce of Macao but on the other hand 
has further increased prices both for 
the Chinese customers of foreign goods 
and for Chinese produce in overseas 
markets (alternatively has cut down 
the profits of local export houses or 
returned to the Chinese sellers a pro+ 
portionately smaller amount). 
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FAR EASTERN ECONOMIC REVIEW 


January 26 


HONGKONG STOCK & SHARE MARKET 


Political Outlook 

The situation in China is holding the 
spotlight in all discussions at the Stock 
market as is also the case in all 
markets where recent cevelopments 
which culminated in the resignation of 
Chiang Kai-shek have aroused much 
speculation and anxiety. Although the 
denouement of the crisis in China is 
now at hand the prospects of the new 
regime are not clear as yet. That the 
Kuomintang is about to be liquidated 
or to liquidate itself occasions no sur- 
prise; it has been anticipated for long 
and what actually is found somewhat 
surprising is the speed at which the 
disintegration has proceeded. 

The weakness of the Kuomintang re- 
gime has been most glaringly revealed 
now when the collapse approached its 
final stage. The political edifice of the 
KMT has been considered weak and 
utterly corrupt but the extent of its 
military ineptitude was not fully 
appraised abroad. Crumbling as does 
the might of Chiang’s forces is also the 
hold of the KMT bosses on the economy 
of China. The curtain is about to 
fall and the fortunes of the 
Dynasty” will decay—as far as they 
are inside China and not invested 
abroad. With: the exit of T. V. Soong 
the “finis”’ has been written and now 
a new era for China and the Chinese 
people is about to start. 

What the new times will bring for 
the merchant and capitalist class ap- 
pears to many as still obscure. In the 
beginning, and that may last for a year 
or two, the new regime, dominated by 
the Communist Party, will not inter- 
fere with private enterprise. Such 
reassuring declarations have been often 
made and were recently reiterated. It 
is of course obvious that in a backward 
country like China private enterprise 
such as it is cannot be obliterated 
without crippling the already feeble 
foundations on which China exists. The 
CPC goes even farther in their interim 
programme for dealing with the capi- 
talists; they promise support and be- 
nevolence. Such a policy is only logi- 
cal and will not only rally some though 
always — suspicious merchants and 
bankers to the CPC controlled govern- 
ment but it will also prove conducive 
to the tempo of rehabilitation which 
now confronts China after the civil 
war has come to its conclusion. The 
ultimate policy of the CPC vis-a-vis 
the capitalist class is historically 
inevitable, viz. the entire liquidation of 
free enterprise and the full ownership 
of all industry by the state, the estab- 
lishment of state monopoly of trade 
and the introduction of a democratic 
form of government modelled on th2 
Soviet system. 

Foreign traders will have, for a 
limited period, ample opportunities to 
do business with China—as_ usual. 
Restrictions will be a-plenty but prob- 
ably far less and more reasonable than 
during the period of the Kuomintang 
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chaos. In the long run, and that may 
mean only 3 to 5 years hence, there 
will be a gradual shifting from private 
to state trading which should preclude 
foreign traders from engaging in com- 
merce and open up new avenues for 
inter-state trade. 

Hongkong should remain the princi- 
pal entrepot in the Far East and the 
increasing tendency of state monopoly 
in China may even enhance the impor- 
tance of this Colony as a foreign trade 
centre in this part of the world. For 
a considerable period to come there 
should be no serious and government 
supported drive or agitation in China 
for a change in the status of Hongkong 
as a British Colony—but sometime in 
the future this question will have to 
be faced. But there need not be any 
undue apprehension right now; first, to 
look into the far future is an impossi- 
ble task particularly in a world which 
is so near a great catastrophe and 
where, at the same time, the chances 
for a sound foundation of the “one 
world” concept are so enticingly dan- 
gling before the minds and the vision 
of all fhe common people. Hongkong 
will remain British, will remain secure 
and will be enjoying stability and a 
fair degree of material prosperity. 

Investment in local enterprises 
should continue to be regarded as very 
attractive from every point of view. 
Not only does the Colony provide the 
soundest possible basis for trading 
operations of any kind, the relations 
between labour and capital are friend- 
ly and cooperative and given sufficient 
time to adjust present inequities there 
should be good reason to expect a long 
period of: undisturbed progress for’ the 
benefit of all people in Hongkong. 


Share Market of the week ending 
Jan. 21 


The undertone was improved and 
interest for several favourites was 
high. Prices were, on the _ whole, 
slightly advancing. Turnover remains 
small and may only expand in the fol- 
lowing weeks when new business con- 
tracts, following the traditional settle- 
ment day of the Chinese (Lunar) New 
Year falling on Jan. 29, will be entered 
into. Investors may be able to take 
up many odd lots at unusually low 
prices but larger accumulations at cur- 
rent relatively low levels seem to be 
impossible. 


Dividend time is commencing and 
the first few company reports plus 
good dividend and bonus payments 


have increased the confidence in the 
soundness of the business foundation 
of Hongkong. As last year has wit- 
nessed a phenomenal expansion of 
commercial activity—with record trade 
figures—so have also business results 
of the majority of private and public 
companies. Further favourable revela- 
tions of working results, and reports 
of current good earnings, will certain- 
ly improve the tone of the market. 


Principal trading last week was re- 
corded in the following shares: Banks 
which changed hands to an amount of 
about $344,000 (highest of all shares 
transacted during the week), Trams 
approx. $132,000, Wharves, old and 
new, $88,000, Hotels $75,000, Lands 
43,000, Electrics 280,000, Lights old and 
new 108,000, Cements 92,000, Ropes 
55,000, Watsons old and new 129,000, 
Shanghai Lands 65,000. The 34% 
H.K. Loan of 1948 changed hands for 
$60,000. 

Volume of Business:—Total sales re- 
ported amounted to 62,456 shares of an 
approximate value of $2 millions, an 
increase of $%4 million compared with 
the preceding week. 

Price Index:—The Felix Ellis averages 
based on the closing prices of twelve 
active representative local stocks after 
reaching a high of 138.10 closed at 
137.86 for a net gain of .51 compared 
with the close of the previous week. 
Day-by-day his averages were: Jan. 17, 
137.78, Jan. 18, 138.10, Jan. 19, 137.94, 
Jan. 20, 137.89, Jan. 21, 137.86: 


High Low 
1947 155.82 123.88 
1948 148.68 134.05 
1949 138.10 136.58 
Dividends 


The Directors of the “STAR” FERRY 
CO., LTD. have recommended a divi- 
dend of $8 per share, free of tax. 


The BANK OF EAST ASIA, LTD. 
has also recommended a dividend of 
$6 per share and a Bonus of $2 per 
share. 


Business Done 


H.K. Govt. Loans: H.K. Govt. 34% 
(1948) @ 100%, 100%. 

Banks: H.K, Banks @ 1820, 1830, 
1840, 1830, 1835, 1830, 1835; Bank of 
East Asia @ 145. 

Insurance: Canton Ins. @ 375, 
Unions @ 1725; China Underwriters 
@ 5. 

Shipping: H.K. & M. Steamboats 

18. 


Docks & Godowns: H.K. & K. 
Wharves Old @ 135, 136, 1389 and New 
@ 130, 134; China Providents @ 19%; 
S’hai Docks @ 10.10. 

Hotels & Lands: H.K. Hotels @ 
15.80. 15.70, 15.60, 15.70, 15.80; Lands 
@ 67%, 68%; S’hai Lands @ 3.40, 3.30, 
3.40, 3.45, 3.40, 3%. 

Utilities: H.K. Trams @ 21, 21.10, 
21, 20.90, 20.80, 20.90; Star Ferries @ 
142; C. Lights Old @ 15, 15.30, 15 and 
New @ 11, 11%, 11; H.K. Electrics @ 
39%, 39%, 39%, 3934, 39%, 39%4, 39; 
Macao Electrics @ 28, 284. 

Industrials: Cald. Macg. @ _ 29; 
Cements @ 41%, 41, 41%, 41; H.K. 
Ropes @ 20%, 20%, 2034, 21; Dairy 
Farm Old @ 45 and New @ 434; 
Watsons Old @ 61%, 62, 61%, 61, New 


@ 58, 57%. 

Miscellaneous: H.K. Constructions 
(Old) @ 5. 

Cottons: Ewos @ 9, 9.30, 9.40, 9%, 


9.30, 9%. 
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EXCHANGE & FINANCIAL MARKETS 


Lower Price Trend 


During 1948 the rise in prices in 
Britain has been checked and slightly 
reversed. The financial retrenchment 
that began towards the end of 1947 and 
took full shape with surplus budget of 
April 1948—aiming at a surplus £300 
millions—has put the brakes on in- 
flation. At first the slowing down was 
not recognised. Until May and June 
all wage discussions centred round:the 
rise in the new (1947) retail price in- 
dex which had risen 10 per cent. in a 
year. Wage claims were rising all over 
the place, and some were granted. But 
by the middle of 1948 this index drop- 
ped 2 per cent. and remained un- 
changed since, The cost of living 
steadied against violent fluctuations by 
Government subsidies. Since June 
there has been a slight general fall in 
wholesale prices in Britain. Prices of 
imported food, which play a big part 
in making up the domestic price level, 
stopped rising in June but began to 


move moderately upwards again in 
October, when the new crop grain 
from Canada started to come in. 


Prices paid to farmers in Britain re- 
mained stable, on the whole, through- 
out the summer; a rise in grain prices 
was Offset by a fall in livestock prices. 
Otner wholesale prices show similar 
tendencies towards stabilisation. While 
the prices of coal and metals continued 
to increase moderately the prices of 
textile raw materials, particularly cot- 
ton and wool, declined a little. Such 
wholesale price indices confirm the im- 
pression of general stability. Among 
retail prices there has been a further 
rise in the prices of clothing, but the 
general level of retail prices has not 
been rising. As a result of increased 
supplies*and more cautious spending 
by retail consumers a number of prices 
‘have begun to soften and the stores are 
showing an increasing tendency to sell 
off slow-moving stocks at reduced 
prices. Although the pre-war bargain 
sales have not yet returned, quite a 
number of things can now be bought 
from time to time at cut prices, and 
this helps to keep down the price level. 
The only important exceptions are beer 
and tobacco, which rose sharply in 
price last April when additional excise 
taxes were placed on both with the 


purpose of deliberately restraining con- 
sumption. Taking the economy as «a 
whole, the pound sterling today buys 
no less, and may easily buy a few 
pence more, than it did last spring. 

In the domestic market aggregate 
@emand is ahead of supply, and in 
many important sectors like construc- 
tion and heavy engineering, cotton tex- 
tiles and automobile manufacture—to 
name only a few—supply is years be- 
hind the volume of pressing demand. 
The cansumer has as much money, 
perhaps slightly more than he had in 
1947, but he is no longer so anxious to 
replenish his private stocks; and the 
supply of merchandise has increased 
sufficiently to give him patience. In 
fact, the consumer is:holding on to his 
money. Small personal savings, which 
were expected to fall off during 1948 
and to be at least offset by the cashing- 
in of old savings, have actually yielded 
a considerable net sum. And retail 
stores complain that, though total sales 
values have kept up, selling has be- 
come much harder. 

The tone of Britain’s economy has 
changed. A sense of the “fair price”, 
of what an article “ought” to cost, has 
begun to return. That is the most im- 
portant counterweight to the continued 
rise in wage rates. It is also the surest 
sign that inflation is on the wane. 
There is, however, one contradiction in 
the picture of growing stability. Bri- 
tain’s export prices as a whole con- 
tinued to rise. The rise has been 
moderate but it has occurred in face ot 
stable or falling domestic prices. To a 
large extent this is no doubt a transi- 
tional matter. Export goods’ made 
from materials bought at higher prices 
take many months to reach the exit 
ports. But it is also true that there 
has not been as much _ pressure on 
Britain’s export prices as on domestic 
prices. Competition in world markets 
is still moderate, at any rate for the 
great majority of Britain’s t;pical ex- 
ports. If anything is too expensive in 
one market there are nearly always 
several other markets crying out for 
delivery at the full price. Many 
things are still fetching higher prices 
abroad than at home, among them coal, 
cloth, and steel products. The whole 
movement towards stabilisation has 
now been in progress for over six 
months, which is long enough to count 


as a solid gain but not long enough to 
guarantee the future. But there is 
ground for some reassurance for 1949 
in the price story of 1948. 


® * * * 


OUTLOOK FOR TRADE WiTH 
NORTH CHINA 


The Communist controlled Govern- 
ment of North China which was for- 
mally established last December is now 
administering many of China’s biggest 
cities and ports. Peiping and Tientsin 
have been taken over .by the new re- 
gime without any sabotage by the de- 
feated Kuomintang and only small 
damage has been done in the outskirts 
of Tientsin during the short period of 
siege. Life and work continue in North 
China as usual with the new author- 
ities enjoying, to judge by their own 
and also foreign reports, the guarded 
confidence of the population. The area 
under control of the People’s Liberation 
Army is daily expanding and the occu- 
pation of Nanking is a matter of only 
a week or two. At the moment war, 
operations in the Nanking-Shanghai 
area continue to make land communi- 
cations with North China difficult but 
it is now possible to send ships up to 
Tientsin and commence trade with 
North China in an orderly way. 

The merchants of Hongkong and of 
South China are eager to exploit the 
Opportunities which offer themselves 
now and they see no reason why ships, 
under whatever flag, should not with- 
out loss of time leave the Colony with 
goods destined for the consumers and 
the industries of North China and Man- 
churia. The question of an established 
medium of exchange need not delay the 
progress of business; for the mo- 
ment Hongkong may do business, as 
already for some time in the past, by 
bartering foreign goods for North China 
and Manchuria produce, but gold bul- 
lion and silver coins, hoarded in the 
north, will also be gladly accepted by 
local traders. 

There are no legal obstacles for trade 
between Hongkong and Tientsin and 
soon all China will be re-united under 
a government controlled by the same 
authorities who have occupied, or in 
their terminology liberated, North 
China. The Communist authorities, whe 
are eager to restart the economic life 
of the nation which has been paralysed 
for fully two years, have gone on re- 


HONGKONG UNOFFICIAL EXCHANGE RATES 


(in H.K. dollars) 


Gold Per One Hundred Chinese: Yuan U.S. Dollar 

per tael Silver Notes T.T. Shanghai T.T. Canton T.T. New York 
January High Low per tael High Low High Low High Low Note Draft High Low 
ly Pee oiaei 30844 3053%4 3.91 2.97 2.85 2.05 1.65 2.57 2.25 5.20) 5.09 5.12 5.09 4 
ALG esrate codex 30942 306% 3.90 3.12 2.95 2.10 1.87 2.70 2.60 5.24 5.07 5.10 5.09 
i aon ka 31534 309 3.90 3.15 2.80 1.95 1.75 2.70 2.62 5.30 5.10 5.13 5.10% 
ZO ete iss s 314% 307% 3.90 2.82 2.60 1.95 1.72 2.55 2.30 5.22 5.06 5.11 5.08 v2 
SOAP Sie. ae 312 308 3.90 2.19 2.62 1.87 1.75 2.50 2.43 5.15 5.08 5.12 5.091 
PN eT Be = 310 306 3.88 2.50 2.20 2.10 1.80 2.07 1.85 5.17 5.09 5.11% 5.10 
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cord with statements regarding the en- 
couragement of -foreign trade. This 
trade will be on a reciprocal basis and 
its extent will depend on the productiv- 
ity of China’s farmers and manufactur- 
€rs as only the export value of their 
goods will guarantee the import of for- 
eign merchandise. Credits will not be 
granted for a long while and ECA re- 
lief should come to an end in China as 
soon as the new regime takes over 
everywhere in the vast country. Chin- 
ese merchants will probably be subject 
to less trade and exchange controls for 
a while in order to stimulate export 
production but the new government 
will necessarily have to channel export 
proceeds into the purchase of essential 
eonsumer goods and capital equipment. 
rovided that China’s exports will suk- 
Stantially increase over the current 
level—which is not assured however in 
ite of nation-wide peace in the near 
future—imports of approved commod- 
ities should equally advance and thus 
create new trading opportunities. 

At present, and since the retirement 
of Chiang Kai-shek on Jan. 22, the ad- 
ministrative machine of the Nanking 
government is progressively disintegrat- 
ing with laws and regulations, as far 
as commerce and finance are concern- 
ed,. no longer being observed by the 
public who now are looking forward to 
the establishment of new and more 
liberal trade control measures by the 

unist authorities. In North 
China’s principal cities the incoming 
civil and military authorities have 
shown great solicitude for the well-be- 
ing of the people and no action has 
been taken which could be interpreted 
as contrary to the desires of the work- 
ing and trading inhabitants. All Nan- 
king govt-owned or controlled com- 
panies and assets have been smoothly 
taken over, the expropriation of 
bureaucratic capital is proceeding with 
the enthusiastic cooperation of high 
and low, the state banks are being con- 
solidated and their business handed 
over to the new national bank (People’s 
Bank of China). Most industries own- 
ed either by the Nanking regime or 
bureaucrats or members of the so-call- 
ed privileged families are now super- 
vised by military administrative coun- 
cils pending the reorganisation of man- 
agement. 


* * * * 


OVERSTOCKED MERCHANTS 


Warehouses are now fuller than at 
any time in 1948 which has been the 
result of the influx of cargo from North 
and Central China where merchants 
‘kept considerable stocks both of im- 
‘ported and native commodities for 
‘trading and hoarding purposes. When 
the collapse of the Kuomintang army 
became apparent and the _ inherent 
weakness of Chiang Kai-shek’s regime 
was exposed, merchants in North 
China, mainly Tientsin, and in Shang- 
hai shipped their cargo out of what 
they considered danger zones. What 
could be sold against gold or foreign 
currencies and credits was disposed of 
on the spot, the rest was sent tc Hong- 
kong for temporary storage or sale, 
with smaller quantities also going to 


South China cities, mainly Canton, for 
the same: purpose. Apart from this 
procedure, many North China and 
Shanghai merchants who had pre- 
viously placed orders abroad for im- 
portation into China redirected such 
shipments even when afloat. Most of 
such deviated cargo also found its way 
into local godowns. 


Storage and insurance charges, while 
bringing prosperity to the companies 
engaged in such business, are inducing 
holders to liquidate at least part of 
their cargo. But prices remain de- 


pressed and most holders will have to, 


consider themselves lucky if they can 
come out even in view of the accumu- 
lated transportation and storage ex- 
penses. There are furthermore new 
“distressed” imports expected, mostly 
from Shanghai, and this situation is 
well appraised by local merchants who 
would be not themselves if prices could 
not be haggled down until the new 
type of refugee gives in and liquidates 
at cost or under, 


In addition to the skyhigh piles of 
Tientsin and Shanghai cargo of any 
description there are excessive stocks 
carried by the local trade which have 
been clogging local warehouses for a 
good time, often for over a year. The 
problem of local importers has been 
to ‘sell at a small profit margin such 
commodities as have been brought 
here many months ago. The Chinese 
customer can only take limited quan- 
tities as his purchasing power remains 
low; in other Far Eastern countries 
one finds, as far as the ordinary type 
cf consumer goods is concerned, that 
a saturation point has been reached. 
Selling proves more difficult than 
ever, buyers get fewer, become more 
selective and emphasise rockbottom 
prices. In such circumstances local 
import houses must be satisfied with 
reduced profit margins if they intend 
to remain in business. 


With the heavy unloadings of ‘flight’ 
cargo from Chinese cities the over- 
stocked position assumes unusual pro- 
portions with signficant implications. 
Money tightness will increase as loans, 
private or from banks. 
by cargo holders; the interest rate has 
already advanced over the high level 
of last year when private lenders and 
native banks charged from 10 to 18% 
p.a. advancing only 50 to 70% of the 
value of commodities. The hope re- 
mains that imports of goods _which 
were first imported into, say, Tientsin, 


then re-exported to Hongkong, may 
be again shipped into China. 

Those traders who brought here 
standard produce like bristles feel 


reassured about the future proceeds 
and regard such cargo as good as gold; 
they are not in.a hurry to sell to local 
exporters as long as the price trend is 
firm. The expected re-opening of 
North China and Manchuria to world 
trade should, however, influence over- 
seas prices for China produce of north- 
ern origin (like bristles, hides, carpet 
wool, soy beans and products) in a 
downward direction. 


are taken up ' 


January 26. 


The overstocked position of Hong-~ 
kong is also evident when observing 
the ample stores which most dealers, 
retailers and small traders keep on 
their premises. Even offices and re- 
sidences have been partly converted 
into storage spaces while small go- 
down firms have started business in 
otherwise unsuitable locations. 


* * * * 


US$ Market 


_Gold importers were once again do- 
minating the unofficial TT market as 
imports into China were both easier to 
manage — now that government and 
controls are disintegrating with aston- 
ishing speed—and more profitable to 
Gispose of. Until some semblance of 
order is re-established in China, now 
that the Kuomintang is ready to sur- 
render, with face saving to be sure, to 
the victorious Communists, demand 
for gold will be much more voluminous 
than during many months past. All 
values topple and the future of invest- 
ments in anything in China appears 
problematical. Ths yuan currency is 
fully exposed as worthless scrip and 
confidence in the new legal tender is- 
sued by the Communists in North 
China will be long in coming, if it 
comes at all. The Chinese people 
strongly dislike any paper money and 
until an economically stable and na- 
tionally and internationally trust- 
worthy government has keen establish- 
ed, the circulation of silver, foreign 
bank notes, the hoarding of gold and 
commodities must continue. 

Gold importers here and in Maeac 
will therefore find a more receptive 
market in China until the chaotic con- 
ditions in China give way to a ‘teal 
new order of economic affairs. The 
only snag in gold sales remains the 
low and still decreasing purchasing 
power of the people so that imports 
into China will not exceed mgre than 
approx. 100,000 ozs troy per month. 
The financing of such imports, for the 
time being, will come largely from 
overseas Chinese family remittances 
which are routed via Hongkong. 

_ Inward remittances last week were 
aropping off from everywhere except 
from Bangkok from which city new 
dollar draft offerings were depressing 
the DD rate. Merchant demand re- 
mained quiet. The higher TT quota- 
tions were viewed with some dissatis- 
faction by importers who feel that their 
business cannot stand any further in- 
crease in the unofficial rate and that: 
therefore new orders in the U.S. may: 
be difficult to place. 

_ There were a few failures reported 
in the market prior to the Chinese New 
Year settlement day; several sellers of 
TT New York, particularly one Swatow 
‘merchant whose failure amounted to 
FK$400,000, did not deliver in the U.S. 
as stipulated. As there is much busi- 
ness done in forward contracts, al- 
though limited to one or two weeks, a 
number of companies have in the past, 
utilised these facilities but not all have 
fulfilled their obligations in due time. 
The example of one Chinese Govt. cor- 
poration in Hongkong which sold TT 
but effected payment in New York 
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often after 2 or 3 weeks’ delay seems 
to have been copied by smaller firms 
to the detriment of the banks and their 
buyers of TT. Most of the unofficial 
TT contracts are still carried out on a 
kasis of trust with the usual financial 
safeguards not rigidly observed. 

US notes found eager buyers mostly 
among Shanghai investors, and Amoy 
merchants remained as previously the 
second largest buying group. Larger 
denomination notes scld at a premium 
of 13 points or sorne &% over small 
notes. Against TT the note rate re- 
mained 3 to 344% higher. 

Highest & lowest rates last week:— 
notes HK$530—510%; DD 510%4%— 
£0514; TT 513—50842. Cross rates US$ 
3.146—3.12. 


Gold Markets 


Because of the uncertainty in Chinu 
about the fate of yuan in its relation to 
the money issued by the People’s Bank 
of North China, the eventual conver- 
sion ratio, the price tendency on com- 
modity markets and possible disorders 
prior to the eventual taking over of the 
reins of government by the Commun- 
ists (with some Democratic and Liberal 
politicians as embellishments), renew- 
ed demand for gold has been observed 
in all larger cities. Prices advanced 
and stocks here and in Macao declined. 
Many merchants in the interior liqui- 
date all or part of their stocks and lay 
in gold waiting for a time when trad- 
ing conditions will permit of sober 
planning. Cross rates in China have 
advanced in some places to over US$57; 
Shanghai was last week on a basis of 
54—-55, and Canton about like Hong- 
kong, ie. 50 to 51. 

Highest & lowest prices per _tael 
were last week $31554—305%4. Cross 
rates which for a long time now had 
been under 50, even under 48, improv- 
ed to 5034, high, 4914, low. 

The local speculative forward mar- 
ket was greatly agitated about the 
price advance and large contracts were 
entered into for fictitious delivery. A 
number of oversold speculators cleared 
their positions when rates advanced 
over 310, and came out, on the whole, 
without losses, except for the interest 
paid for many months. past. 

Macao arrivals were ample but could 
be quickly shipped out (without tran- 
shipment at Hongkong). There are in 
fact no controls over communications 
between Macao and Kwangtung; the 
majority of officials entrusted with 
controls are participating in the profits 
of the bullion trade and nobody seems 
to care as the people at large are in 
favour of a free gold market which in- 
cludes unimpeded imports and exports. 
Trading Reports for the Week:— 

Monday, Jan. 17—:Opening & clos- 
ing rates $3061%4—3065%. On the ficti- 
tious forward market the change over 
favoured sellers at the interest rate of 
4 H.K. Cents per tael a day. Through- 
cut the week, except Friday and Satur- 
Gay, the change over rates were all in 
tavour of sellers. The Chinese Govern- 
ment Banks in Shanghai ceased ex- 
changing gold. This induced the specu- 
lators to buy, but was set off by sales 
of gold importers, who succeeded in 
contracting purchase abroad. Lowest 
of the week 30534 touched soon afte 
the opening. 
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_ Tuesday, Jan. 18:—Opening & clos- 
ing 3064%—309\%4. Change over 2 cents. 
Market steadied on advanced US$ T.T. 
rates. Higher asked contracting price 
from abroad had some effect too. 


Wednesday, Jan. 19:—Opening and 
closing 3094%4—3145g. Change over 2 
cents. With stocks here and Macao 
reducing and good demand from all 
Chinese ports, market was firm on ac- 
tual requirements. Highest of the week 
31534 recorded before close. 


_ Thursday, Jan. 20:—Opening & clos- 
ing 314%—307¥%. Change over 1 cent. 
Heavy profit taking sales on “Cease 
Fire” news from China weakened the 
market. There was a feeling that low- 
er prices would result from KMT sur- 
render. 


é Friday, Jan. 21:—Opening & closing 
310—309. No change over interest. 
Gold. importers again succeeded in con- 
tracting purchases of fairly big quan- 
tities, demand was heavy and could 
not be satisfied. 


_ Saturday, Jan. 22:—Opening & clos- 
ing 306—308%4. No change over in- 
terest. The sudden drop on the open- 
ing was caused by the news of Prest- 
dent Chiang’s leaving Nanking, but 
peace in China is still far off and thus 
gold prices should be firm. In the un- 
official afternoon market. rates advan- 
ced to 309%. 


Trading Position:— 


Total cash bars turned over during 
the week under review, officially 16,790 
taels and unofficially 52,200 taels. Some 
35,000 taels changed hands by interest 
hedging forward operators, 30,000 taels 
exported, the majority to Chinese ports, 
and about 4,000 taels for local orna- 
mental consumption. 


Imports and Exports: — 


Imports during the week from Macao 
amounted to only about 5,000 taels. De- 
tailed exports were:—Canton 13,500 
taels, Shanghai 8,500 taels, Amoy 1,500 
taels, Swatow 1,000 taels, Bangkok 
2,000 taels, Singapore 1,000 taels, India 
1.500 taels, Haiphong and Saigon 500 
taels each. Direct shipments from Ma- 
cao to Kwangtung cities were again 
heavy. The re-exporting concern is 
also prominently connected with the 
import of gold and the retailing of im- 
port licences. 


Silver Market 


Rates here and abroad remained un- 
changed against the previous week. 
Business transacted in the native mar- 
ket was more active and imports were 
also more regularly arriving. Over 
5,000 taels in bars were imported from 
Macao, and e° small lot from Canton. 
Exporters who since a few months ship 
to London, having found less attractive 
offers and prices from New York, acquire 
steadily what is on offer. More arrivals 
of bar silver and coins are expected 
after the Chinese holidays. 

Shanghai prices went up as dernand 
from rural areas is strong and _ silver 
coins have come to be accepted among 
the country people as the only legal 
tender, as far as they are concerned. 
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_ Platinum buyers were showing more: 
interest and took off a previously stag- 
nant market some 200 taels of Japan- 
ese origin. Much inquiry was in evi-- 
dence and about $420 per tael of Jap- 
anese plates was persistently offered as: 
American buyers were willing to take: 
them up in New York at 15% over the: 
above offered price. 


Bullion Imports & Exports 


During November 1948 the following: 
recorded imports and exports of gold. 
and silver took place. 

Gold: 4 ozs of coins exported to Ma- 
cao, valued at $60. No imports. 

Silver: No imports. Exports aggre- 
gated a weight of 156,600 ozs at $490,- 
600, shipped to the U.S. Bars weighed 
104,000 ozs valued $364,000, and coins. 
had a_ weight of 51,600 ozs valued 
$126,000. 


Chinese Currency Markets 


Hongkong unofficial rates, highest &- 
lowest, in HK$ per 100 yuan:-—notes, 
spot: 3.15—2,20; TT Shanghai 2.10— 
1.65: TT Canton 2.70—1.85. 

Shanghai unofficial rates, highest & 
lowest, in yuan:—gold per oz. 16.200— 
14,600; US notes 200—270; HK notes 
59—52. Some off-market transactions 
in US notes were done at rates from 


310—350. HK note cross rates ftom 
pee oe Gold cross rate from 
— 55. 


Exchange Clearance Certificate rate 
was almost unchanged at 170 to 175 
yuan, as demand was scarce and the 
re-emergence of the black market to 
respectability dispensed with the “facil- 
ities” offered by the Central Bank’s ar- 
rangement of a “Clearance rate,” which 
was some 40 to 45% lower than the un- 
official price. 

Canton unofficial market rates, high- 
est & lowest, in yuan: for HK _ spot 
notes 50—34; forward notes 59—3$; TT 
Hongkong 54—37. 

Gold sales by the Centrai Bank in 
Shanghai were discontinued. Estimated 
total sales of gold during a period of 
about 50 days (with interruptions): 
430,000 ozs (of which in Shanghai 
some 300,000). 

The notes of the People’s Bank of 
China. were introduced into Tientsin 
and Peiping. “Gold” yuan continue to 
circulate side by side. The People’s 
Bank branch offices in the two big 
cities of North China are exchanging 
the legal tender of the Central Bank of 
China (which bank is being taken over 
by the People’s Bank) into their own 
notes. In Tientsin last week’s ratio 
was 6 yuan for one People’s Bank yuan. 


Loans and Interest Rates in 
Kwangtung 


Merchants cannot obtain any longer 
loans on a monthly basis or even per 
10 days. The longest period for which 
a loan is granted by private financial 
institutions (the state banks do, not: 
extend any loans to traders, their ac- 
tivities being restricted to financing 
state-owned enterprises and even these 
cannot count on regular bank advan- 
ces) is now 7 days. The usual term is- 
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5 days with most speculators obtaining 
loans per one day only. Interest rates 
last week have been moderate com- 
pared with previous weeks. The rate 
per day was 3, 6 and 7% for one day, 
five days and seven days loans res- 


pectively. (During periods of extreme 
fluctuations of the “gold” yuan in 
terms of gold and foreign exchange 


daily interest rates of 20 to 40% were 
common). 


Many bona fide traders obtain ad- 
vances and overarafts in HK$, just as 
traders in Shanghai contract debts in 
US$ or on the basis of US$. Monthly 
interest rates for HK$ loans moved 
around 4 to 6%. 


For all purposes of commerce the 
HK$ is taken as the standard and all 
transactions, of private or official or- 
gdnisations, are expressed in HK$. 


Within Kwangtung there are also 
differences of the value of yuan from 
city to city Between Swatow and 
Canton usually a difference of 3 to 8%, 
favouring Canton. HK$ _ rates, for 
notes and TT, are consequently differ- 
ent in Canton and other Kwangtung 
cities unless the domestic remittance 
rates move at par. 


Bank Note Markets 


Pound notes were eagerly bought and 
the rate at one time went up to 15.90, 
just 10 cents under the parity (HK$16 
per £, or 1/3d. per local dollar). In 
New York pound notes sold between 
US$3 to 3.08. 


The Siamese baht has been slipping 
‘since 3 weeks and last week reached 
the floor at $23.80 per 100 baht (while 
JT Hongkong in Siam went up to and 
over 4 baht, a rate not seen for a long 
time). Nica guilders were hardly in 
demand but new note arrivals from 
Java which were on offer depressed the 
rate which was between $33.30—32.30. 


Piastres find also less buyers among 
‘traders while speculators have unload- 
ed, at big losses, what notes they held; 
some hoards were acquired at 3 to 4 
times today’s quotation. Highest é& 
lowest rates last week $8.67 /2—7.83%4. 
On the fictitious forward piastre :nar- 
ket there was new activity which re- 
‘sulted in hectic changes of interest pay- 
‘ments. 
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A GIANT CRANE 


A giant crane which will lift 150 
‘ttons, made at the Glasgow works of 
Sir William Halcrow & Co., Ltd., is 
now ready for shipment to Hongkong, 
and was inspected before dismantling 
for the purpose by members of the 


Siamese Mission at present touring 
British industries. 
The firm manufacturing the crane 


is well-known for their building of the 
Forth Bridge in Scotland as well as for 
bridge building in all parts of the 
world, and is also engaged on work for 
the important new steel mill now being 
erected in South Wales. 
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HONGKONG MARKET REPORTS 
January 11 to 20, 1949 


Piece Goods 


_ Lack of stock in both Hongkong and 
Canton at the opening of the market 
caused a fall in price of at least 30 
cents, per piece. Strong enquiries from 
Africa, Siam. and U.S.A., however, 
brought increased sales at better prices. 
From Singapore came demands for 
black cloth. As the market improved 
more brands were rought forward. 
Replenishment was reported to be diffi- 
cult fer grey and bleached  sheetings, 
though enquiries from all quarters re- 
mained active. An offer for 20,006 
pieces of striped woven was received 
from South Africa at $37. Local fac- 
tories, however, were unable to accept 
that price, the cost of yarn alone being 
$30, and made a counter offer of $48. 
Hongkong made piece goods were re- 
ported to have been absorbed locally; 
otherwise the market would have been 
weaker owing to strong competition by 
Japanese products. Japanese drill 40 
yards 12 lbs. weight was stated to have 
eost $34.50, a lower price than the local 
mills can manage. 

A change in the weather caused ac- 
tive pushing of worsteds, twills, drills, 
black cloth, etc., before the seasonal 
demand was over. Worsteds sold for 
under $44.50 but later rose to $48.50 & 
$47.50, twills and drills dropped by $1 
or $2. Enquiries improved for Spring 
goods, i.e., white poplin, pongee shirt- 
ings, floral prints, purple cloth, etc. Re- 
exports of floral prints were rare, 
owing to direct shipments having been 
made from abroad, especially to Indo- 
nesia. 

The lack of shipping facilities until 
the end of the month, and the financial 
pressure caused by the approach of 
Chinese New Year kept the market de- 
pressed, the Canton market also being 
weak. However, it was anticipated 
that there would shortly be greater ac- 
tivity owing to the possibility of ship- 
ment to Africa within a_ fortnight. 
Buyers from Siam were active. The 
quantity sold was over 10,000 pieces 
of grey sheetings and over 5,000 pieces 
of white shirtings. Grey sheetings were 
stated to be around $45 and $46. After 
being dyed and turned into woven 
colour the pricé would be $51 to $52. 
Siam buyers were adopting this method 
in consequence of the shortage of col- 
cured cloth. Woven colour, due to lack 
of shipping from Shanghai, rose to $60. 
It was anticipated that Indian buyers 
would soon be in the market, with the 
‘prospect of shipping facilities being 
available within a week. 


Tsin Leung Yuk white cloth opened 
at $52.50 and immediately improved to 
$53, but fell to $49.20 on arrival of a 
large shipment. Sellers, however, anti- 
cipated a rise, prices having increased 
in. Canton. Other brands of white and 
black cloth, twills and drills followed 
suit. Grey sheetings improved by at 
least 20 to 30 vents. per piece with 
large sales, but sales fell off later. 
Mammoth bird grey sheetings rose to 
$47.50, butterfly and globe to $48.50. 
Peacock brand, meeting a demand from 
India, sold at $51. Black cloth improv- 


ed with strong demands from Singa- 
pore buyers, golden cup and Yu tai, in 
particular, selling at $51 and $46 res- 
pectively. Poplin, purple cloth and red 
cloth also rose by $2 or $3. Double fish 
white poplin sold for $56.50. 


Yarn 


Large shipments of yarn were des- 
patched from Shanghai to Canton. The 
supply being greater than the Canton 
factories could absorb, it was feared 
that the market would be badly affect- 
ed unless re-export could be made to 
Manila. : 

Buyers from Siam kept the local 
market steady; 20 and 32 counts being 
most in demand. Indian buyers requir- 
ed 42 counts and upward, those with 
permits being $200 higher than those 
without;—with permit sold for $2,250, 
without permit for $2,000; 40 counts 
sold for $2,150 with permit, and $30 to 
$40 lower without permit. Phoenix 32 
counts offered at $1750, 40 counts at 
$1,900. Artificial silk, due to lack of 
transhipment to China, cnly encounter- 
ed local demand, which was slack. 
Japanese No. 120 Peacock and sun light 
brands were offered but without much 
response. 


Metals 


The metal market continued dull, a 
result of various factors such as 1) 
financial pressure due to. the approach 
of Chinese New Vear, 2) the strict 
restriction of imports by the local au- 
thorities, 3) difficulties in the way of 
exports, 4) controlled imports of metals 
into the Philippines and Siam, 5) 
restricted exports of tinplates by the 
U.S.A., 6) restrictions upon the import 
of galvanized wire into India. 

Considerable shipments of metals 
were expected to arrive shortly. The 
cargoes from America comprised round, 
fiat and angle bars, as well as wire 
nails. As re-export into China was out 
of the question, Siam was expected to 
take them; in spite of heavy local de- 
mand for construction purposes, it was 
difficult for the market to absorb such 
a large quantity. 

Galvanized mild steel sheets (thin) 
were reported to have received replen- 
ishment by consignment from Great 
Britain. Sales were consequently push- 
ed, assisted by demands from local 
manufacturers. The Japanese sheets 
were about 25% cheaper than others, 
but delays. in shipment hampered or- 
ders. Belgium sheets improved. 

Galvanized mitd steel bars (thick) 

were depressed on account of 1) the 
arrival of large shipments from Europe, 
2) difficulties of transhipment. 
_ Zinc sheets fell, the only demand be- 
ing from Macao; Canton, being loaded 
with stocks despatched from Shanghai, 
could not absorb further quantities. 

Rolled brass sheets were in great de- 
mand from local torch factories, with 
good future prospects. Owing to the 
difficulty of obtaining exchange, there 
was a lack of demand for the Canadian 
product. Japanese offers for forward 
delivery were not accepted on account 
of inferior quality. 
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Mild steel bars, flat, angle, square, 
round, all fell, with little demand. 

_Tin ingots met with a dull market, 
Singapore 99.75% sold at $600, Canton 
97% with permit fell below $500, 
Yunnan also 1ell to $460. China tin, on 
the other hand, meeting local demands, 
remained firm 50% improving to $300. 

Tin plates, American, encountered 
cifficulties over securing exchange. 
British tinplates 200 lb. packing sold at 
$104, 180 lbs. at $96. Stocks were al- 
most exhausted. 

Tin waste, American, meeting the 
requirements of lccal manufacturers, 
10 X 10 with export permit rose . to 
$113, ex-godown $110, 200 lbs. packing 
fell to $88. 

Wire nails were offered at lower 
prices as a result of financial pressure 
due to Chinese New Year. Japanese 
wire nails were offered at $54, c.if. 
Hongkong or $10, below the European 
product. 

Rivets made locally were reported to 
be well up to the Belgian product, con- 
sequently sales were good. 


China Produce 


Aniseed star opened dull with small 
sales at $35, previous demands having 
teen filled, but ended at $38 nominal. 

Gallnut, owing first to lack of in- 
quiries from Japan and failing immedi- 
ate shipment to Europe, dropped to $77, 
but rose to $80 in response to strong 
demands from Great Britain, and 
$80.50 for forward delivery within five 
days. At the end of last week sales 
had entirely dropped. 

Cocoanut oil exports were practically 
at a standstill. Transhipment into 
China was reported to be impossible, 
it was offered at $120 nominal and 
Gropped further by $2. 

Rapeseed oil, with export permit, was 
strongly in demand at first, selling for 
$121 on a steady market; but stocks 
falling and replenishment being diffi- 
cult, sellers held out for a better price. 
Without an export permit, the price 
later obtained was $123 with every 
possibility of a rise. 

Tungoil and Teaseed oil, lacking de- 
mand for export, dropped by $1 per 
picul. Buyers offered $120 for tungoil, 
but large holdings in the United States 
made any prospect of considerable 
sales remote. Teaseed oil of 4% acid 
was offered at the nominal price of 
$155. 

Groundnut oil sellers were able to 
push their product in view of the 
Chinese New Year. Dairen product 
sold for $145 for about 60 drums, but 
fell to $144. Sui Tung remained steady 
at $152 and $153. A large quantity of 
the Swatow product arrived. 

Resin, following increases at the 
sources of supply in Canton and China, 
also rose. The price was stated to be 
$34 c.if. Hongkong. The sale of about 
100 cases at $33.50 from old stock was 
reported. Later in the week after a 
sale at $34.50 had been effected, sellers 
held back for higher prices. 

Ramie was in demand from Japan. 
Kwanstung West River ramie (long 
lengths) was sold at $149, but large 
quantities were not available. Sze- 
chuan) produce in a better quality, was 
reported to be selling at $162. but diffi- 
cult replacements inade sellers hold out 
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for $180, with unwillingness to sell 
large quantities. White hemp from 
Yuen Kiang was reported to fetch $150. 


Bristles 


The American bristle market showed 
an upward trend, prices being: No. 55 
Tientsin (short length) f.o.b. U.S.$8.50 
as against U.S.$6.60 last, month; No. 55 
Chungking f.o.b. U.S.$3.95 as against 
last month U.S.$2.60. The dernand ex- 
ceeded the supply, due to the uncertain 
conditions in North China. It is now 
considered more profitable to effect 
Cirect shipment to the U.S.A. from China 
interior and Chosen (Korea) rather than 
from Hongkong. About five or six 
Chinese concerns are organising this 
trade, and they have purchased large 
quantities, running into millions of 
Hongkong dollars from Chosen for 
direct shipment to the United States. 
The Chosen bristle was mixed with the 
Harbin and North China product, 
which is of greater length. The speci- 
fication is 20 sets of 55 cases (110 lbs.) 
each, costing H.K.$200,000 a set. 

An important consignment of over 
E.K.$10 million is awaiting despatch to 
America. The cargo comprises bristles 
from Chungking, Kunming, Kweiyang 
and Hankow, with a large quantity of 
about HK$3 million from Chosen 
(Korea). 

Rice 

As rice without the necessary import 
permit is not allowed to enter Hong- 
kong, some smuggling was resorted to 
and some thousand piculs were confis- 
cated in the New Territories and have 
not yet been released. A large ship- 
ment of rice from Macao was also de- 
barred from entering the Colony. As a 
result the price of rice rose, the lower 
Guality increasing from $46 to $46.50; 
middle grade from $55 to $55.50 and 
the best selling from $65 to $67. 


China Tea 

Exports for 1948 reached 3 million 
pounds, breaking the record for 1947. 
Supplies went to America, France, Iraq, 
East Europe and North Africa. From 
November 15 to December 31, 1948, ex- 
ports were reported to have reached 
400,000 lbs. A recent shipment to Am- 
erica was 100,000 lbs. 

The selling price in the United States 
declined, the highest reaching only US 
cents 42, the middle US cents 38, and 
the lowest US cents 28. 


Chemicals 


The chemical market remained dull 
because of financial pressure over the 
Chinese New Year and also because of 
the impossibility of transhipping into 
the interior. Sodium Sulphate, Chlorate 
of Potash, Zinc Dust, Vaselin, etc., de- 
clined heavily. A few sellers were, 
however, forced to sell quickly and 
British Sodium Sulphide passed hands 
at HK$805 and American at HK$760. 
American caustic soda sold for HK$220 
for spot delivery for 700 lbs., Japanese 
Zinc Dust went at 71 cents per Ib. 
Arabic gum at 58 cents per lb; and 
Snow White vaselin dropped to 4 
cents a lb. On the other hand Indian 
Shellac and refined Bicarbonate Soda 
(Crescent) improved in price. Suiphate 
of Ammonia (Russian) was in large 
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demand by Indochina buyers which 
tended to improve the market, especial- 
ly as the quantity required was re- 
ported to be heavy, and as stocks were 
insufficient to meet the demand with 
little prospect of fresh supplies prices. 
rose to $390 per ton. 

Dyestuffs were dull, due to the im-. 
possibility of transhipping into the in- 
terior. There is little prospect of any 
near unprovement. Sulphur — black,. 
Carbon black, Oil red, Indigo, Zine and 
Chlorate were all affected in the same 
way. 


Giass 


The Glass market has shown consi-- 
derable improvement. A shipment of 
some thousand cases of French origin 
arrived during the past week and was 
sold at $60. Japanese glass sold at $59. 
The enhanced price was undoubtedly 
due to the large demand by builders in. 
Hongkong, and it is thought that the. 
market will remain steady. It is inter-- 
esting to note that hitherto Belgian 
glass was in large demand but this has’ 
mow been superseded to a large extent 
by a shipment of some 2,000 cases from 
Japan which is sold at least 15% cheap- 
er than the European product. Euro- 
pean origin of 24 oz was offered at 
$124. Middle specifications rose to $79, 
while Japanese origin 100 ft. stood at 
$35. 


Paper 


The paper market remained dull be- 
cause of large supplies reaching Can-- 
ton from Shanghai, though a slight ten- 
dency to improve was noticeable later 
on. Large shipments from Norway, 
Sweden, Finland and Austria are due 
to arrive and American cigarette 
papers in bobbins were expected to- 
reach the market from the interior. 
Buyers from Siam were buying heavily. 
Presumably the Siamese Government. 
made large purchases for 29MM kind 
of 5,000 cases. The price of cigarette 
paper immediately improved. British- 
origin 6,000M sold at $18 making a rise 
of 50 cents. Smoking Tiger and Kwa 
Wo brands also increased. _ 

In regard to newsprint this showed 
an improvement. Woodfrees of 78 to- 
85 lbs rose to 74 cents per Ib. and 90 
to 120 lbs. also improved fo 71 cents. 
Due to Chosen buyers, 31” News- 
prints (rolls) also improved in price 
36 cents per lb. rising by two cents;- 
43” rising from 31.5 to 33 cents. The 
market in American metal foils how-- 
ever declined because of the arrival 
ot new shipments, though this also 
later increased by 2 cents per lb. 


Cement 
An improvement took place in 
sales, prices rising in view of good 


prospects. Large shipments from Tai-- 
wan of not less than 10,000 bags ar- 
rived, with further shipments to come. 
The market, however, was affected by- 
a mishap to a vessel carrying a large 
shipment of cement, and prices rose 
accordingly. Keen competition from 
Indochina caused a drop in the price 
of the Taiwan and Japan products. 
Prices would have been higher had 
immediate shipment been available. _ 
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‘Depletion of stock later caused the 
market to rise. Building contractors 
were in the market, in order to com- 
plete their contracts before Chinese 
-New Year. 

‘Taiwan, 1 cwt. sold at $6.20, the re- 
export price remaining steady at $6.70 
per cwt. Japanese 100 lbs. dropped 10 
cents at first, with spot delivery at 
$5.80 and ex godown at $5.70, but 
picked up to $6.60 and 6.50. Indochina 
(red and black dragon) declined to 
$6.60 per 50 kilos, rising again to $6.70, 
while 1 cwt. started at $6.20 and rose 
to $6.45. The 94 lb. packing opened at 
$5.90, and after falling to $5.70, rose 
to $5.80. Green Island cement topped 
the market, selling at $8.40 (open 
market rate) and rising to $9 odd 
but later falling to $8.30. Tientsin 
cement at $7.20. British white cement 
improved to $65 and $65.30. Belgium 
cement réached high, prices but found 
no market. American Red Cross brand 
was. offered at a nominal price of 
$18.40, stock being almost exhausted. 
Tsanish cement sold at $17.60. 


Cigarettes 


The market was depressed through 
being overloaded with British cigaret- 
‘tes, and the impossibility of tranship- 
‘ment into China. Craven “A” brand 
(packet packing) fell to $18.60, tin 
packing to $19, flat tin packing to $20. 


Brand “999” and Garrick also fell. 
Player, Senior Service, Gold Flake, 
ete., declined by 50 cents. On the 


other hand, the American product im- 
proved owing to the higher duty. 


Flour 


Owing to the approach of Chinese 
New Year, sellers endeavoured to push 
their goods, with a consequent fall in 
prices. The information that a large 
-Chinese concern had ordered a consi- 
derable quantity from America and 
had booked godown space for at least 
100,000 bags, expected in February, 
depressed the market still further. 
However, a revival took place when it 
was learned that shipments from 
Shanghai to Canton had been greatly 
reduced by the action of the authori- 
ties in taking over the railway for 
military purposes. Buyers therefore 
turned to Hongkong to fill their re- 
quirements and prices rose according- 
ly: 50 lbs. Saskania brand sold at $17.40 
for a quantity of 2,000 bags, pipe brand, 
forward delivery, was offered at $18.50 
nominal. 


AIR PARCELS TO U.S.A. 


As a result of experience gained 
‘since Air Parcel was _ introduced on 
6th October 1948 it is now possible to 
modify the postage rates as follows, 
with effect from 2nd February, 1949: 
For the first lb. or part thereof $10; 
For every additional 4 ozs or part 
thereof $2.50. 
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OUTLINE OF THE ECONOMIC 
DEVELOPMENTS IN THE PHILIPPINE 
REPUBLIC DURING THE FISCAL YEAR 
JULY 1947-JUNE 1948 


By Dr. LEON MA. GONZALES 


Finance 


The Finance Index a composite of 
monetary circulation, bank debits, bank 
loans, and corporate and _ partnership 
investments, displayed a clearly stable 
trend. Compared with that of 1937, 
with the index at 100, the fiscal year 
under review registered the following 
indices: opening month, 436,5; elosing 
month, 443.3. In between, a low of 
399.4 was registered in August, 1947, 
and a high of 457.66 in June, 1948. 
Average for the year was 433.3, as 
compared with 360.7 for the year pre- 
vious; or a gain of 72.5 points. 

This strong financial position is at- 
tributable to the almost uninterrupted 
flow of cash payments from United 
States federal sources, including veter- 
ans benefit payments, war damage 
payments, United States expenditures 
in various local military installations, 
expenses of United States civilian of- 
fices, and tourist expenses. Because 
of them the international balance of 
payments has been favorable to the 
Philippines. z 


Monetary Circulation:—Money in 
circulation in .the Philippines had 
steadily climbed since February, 1947. 
Opening with P733.7 million in July, 
1947, it closed with P810.8 million in 
June, 1948; or a gain of P77.1 million 
in 12 months. The last figure is more 
than three times that of pre-war, and 
is the sixth highest since liberation. 
Average monthly circulation during 
the year was P793,394,091. 


Bank Debits:—Withdrawal from per- 
sonal accounts in banks bear upon the 
state of general business activity be- 
cause those withdrawals generally go 
into circulation. Based on _ the. fort- 
nightly reports of the Bureau of Bank- 
ing, the monthly debits to the per- 
sonal accounts in banks underwent 
several narrow fluctuations during the 
year being reviewed. From a low of 
P98.8 million for July, 1947, the com- 
puted monthly total reached the peak 
of P125.8 mililon in .fanuary, 1948, 
third highest since liberation. Diving 
abruptly to P110.2 million in March of 
that year, it rebounded and hit the 
level of P121 million twice before the 
fiscal year came to an end. Average 
for the entire year was P120.5 million, 
as against P104.5 million for the year 
previous; or an increase of 13%. 
Average in 1937, a normal year, was 
P44 million. ; 

Bank Loans, Discounts, and Over- 
diafts:—This business indicator follow- 
ed the trend of monetary circulation. 
It rose decidedly upward, with only 
one or two breaks for the entire year. 
Opening at P308.6 million in July, 
1247, the total kept on spiraling until 
the all-time high of P382.7 million was 
reached in June, 1948, closing. Average 
for the year was P364.6 million, as 


against P164.6 million for the year 
previous, an increase of 121.5%. Com- 
pared with that of 1937, the volume of 
bank loans, discounts, and overdrafts 
was nearly 4 times as much. 

’ Corporate and Partnership Invest- 
ments:—Paid-up capital of newly- 
registered stock corporations and part- 
nerships during the 12-month period 
totalled P39,110,474, as against P50,126,- 
$46 invested in similar period of the 
preceding year, or a decrease of 
P11,016,472 or 22%. This decline is re- 
fiective of the saturation reached in the 
merchandising field which, just after 
liberation, attracted the heavy drop in 
prices of many imported commodities, 
like textiles, due to overstocking. Com- 
pared wih 1937, however, this particu- 
lar year’s figure is still higher by 
193.7%. 

Tax Collections: —Collections of in- 
ternal revenue taxes reached the un- 
precedented total of P263 million dur- 
ing the fiscal year ending June 30, 1948, 
as against only P173.3 million of the 
preceding fiscal year, a gain of almost 
P90 million, or 52%. Better than any 
other, this heavy collection was.a re- 
flection of a successful business year, 
which enabled the Government te final- 
ly balance its budget. 


Production 


Reaching a peak of 261.9 in July, 
1947, the Composite Index of Produc- 
tion gave way to season fluctuations 
and dropped bit by bit until the bottom 
of 172.7 was reached in December, 1947. 
With the advent of the new year, how- 
ever, building construction began to 
reactivate, inffuencing greatly the in- 
dex which began to mount gradually 
until it reached an all-time high of 286.5 
in June. 

The building-construction boom, in- 
creased electricity production in Manila 
and suburbs, and the speedy rehabilita- 
tion of the lumber industry, combined 
to maintain a continuous rise in the 
composite index of production in Nov- 
ember of last year. Even cigar and 
cigarette, and sugar, mining, embroi- 
dery, and fishing showed signs of slow 
but steady recovery. 

Building Construction:—The acceler- 
ated peace of rebuilding in Manila is 
clearly revealed by the statistics. Per- 
mit valuations issued during the year 
reached the respectable total of P9,212,- 
895, or an average of P7,061,075 month- 
ly. The corresponding figures for the 
two fiscal years previous were: 1945- 
1946, P25,992,875, monthly average, 
P2,166,073; 1946-1947, P59,390,790, 
monthly average, P4,949.733. In 1937, 
normal year, the monthly average was 
P627,558 only. 

Electricity : Electricity production 
for the use of Manila and suburbs fol- 
lowed a well-defined: rise,—positive in- 
dication of a ing public use of elec- 
tric fluid for numerous electric devices. 
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It also reflected the unprecedented 
building activity in Manila and nearby 
localities, particularly, Quezon City 
suburbs. With 22,795,229 KWH in July, 
1947, the monthly production figure 
rose step by step, with a few minor 
fluctuations, until the all-time high of 
29,508,704 was reached in June, 1948. 
Monthly average for the war 27,661,225 
KWH, as compared to 17,142,344 for 
the fiscal year previous; 9,221,768 for 
the fiscal year 1945-1946; and 10,873,617 
for ‘the year 1947. 

Lumber:—Figures of production dur- 
ing the first six months of 1948 show 
that the lumber industry had reached 
pre-war output level, indicative of al- 
most complete rehabilitation. Total out- 
put of the fiscal year was 323,832,378 
board feet, or an average of 26,986,032 
board feet per month, as compared with 
a monthly average of 18,113,800 board 
feet for the fiscal year previous, or an 
increase of 32.9%. In 1937, the month- 
ly average was 26,322,538 board feet. 

Rice and Corn:—Disruption of peace 
and order in the Central Luzon pro- 
vinces and the series of destructive 
typhoons which visited the Philippines 
Guring the crop year 1947-48, affected 
adversely the size of the last rice and 
corn crops. Estimated output of rice 
-during the period was 50,928,480 
cavanes of 44 kilos of rough rice or 
palay, as against an estimated normal 
yearly consumption of around 60,000,- 
C00 cavanes, or a Shortage of over a 
‘million cavanes. The corn crop har- 
vested was estimated at 9,105,470 
cavanes. 

Compared with the year previous, 
the last rice crop was 6% more than 
the 1946-1947 crop, and 3.8% more than 
that 1945-1946. Last corn crop, on the 
other hand, was 9% more than the pre- 
vious one, and 55% higher than the 
1945-1946. 

Sugar:—Rehabilitation of the sugar 
industry went on full blast. Twenty- 
two sugar-central mills were rehabili- 
tated, as against over 40 in operation 
at the opening of the Pacific War. The 
latest reported production was 5,537,320 
piculs. With 26 centrals grinding, the 
next harvest is expected to yield about 
12,000,000 piculs of centrifugal sugar, 
78% of normal pre-war production. 

Copra:—The 1947-48 crop, was 882- 
‘780,000 kilos, valued at. P379,595,400, as 
compared to 998,140,000 kilos, valued 
at P22,743,500, of the year previous. 
There was a drop of 115,360,000 kilos in 
the output which, however, was made 
up by the increased 1947-48 values that 
‘averaged P43 per 100 kilos. Prewar 5- 
year average producti (1935-1939) 
was 622,690,000 kilos, valued at P49,- 
253,800, or an average of P7.80 per 100 
kilos. Although prospect of continued 
‘high prices is not so bright as in last 
three years, yet this single industry 
played the part of a shock absorber by 
minimizing the effect of:a high cost of 
living in various parts of the country. 

Coconut. oil and desiccated coconut 
output during the fiscal period under 
review was estimated at 87,405,000 kilos 
for the first and 46,200,000 kilos for the 
second, as compared to 68,145,000 kilos 
cand 9,170,000 kilos, respectively, for the 
fiscal period previous, or. an increase of 
28% \for coconut oil and 404% for desic- 
‘cated eocdnut. 
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Abaca:—This is another crop that 
has contributed much to improve the 
post-war economy. Relatively high 
prices for abaca have favoured the 
fiber producing areas, among them 
Davao, Leyte, and the Bicol provinces. 
The 1947-1948 crop was 99,462,000 kilos. 
valued at P52,714,860, as compared 
with 81,996,800 kilos, valued at P25,891,- 
040 for the previous year. The 1947-48 
output was 58% of the pre-war crop 
(5-year average from 1935 to 1939), or 
68% of the 1939 crop. 

Leaf Tobacco:—The 1947-48 crop 
was estimated at 345,880 quintals, a 
decrease of 7,220 quintals from the crop 
of the year previous, due to typhoons 
and floods,-especially in the Cagayan 
Valley. Compared with pre-war, the 
1947-48 crop was roughly 54% of the 


1939 crop. 
The cigar industry made _snail-like 
progress. The output during the fiscal 


year totalled 68,339,914 units, as against 
56,928,825 units for the preceding, an 
increase of 20%. Compared wih 1937, 
the 194748 output was roughly 24.2% 
of that of 1941. 

The cigarette industry likewise pick- 
ed up, however slowly, with an output 
totalling 1,828,922,100 units, as against 
1,595,847,460 units of the year previous, 
or an increase of 14.7%. Compared 
with 1941, it was roughly 66.8% of that 
year’s output. 

Cement:—Stimulated by the building 
boom, cement production hiked from 
1,439,833 bags of the previous fiscal 
year to 3,305,403 bags for the fiscal year 
under review, or an increase of 1,865,- 
570 bags, or 122.6%. Output figures 
supplied by the National Development 
Company, however, showed a tendency 
tc decline, a result of keen competition 
offered by imported cement. Production 
for June, 1948, totalled only 139,816 
bags, lowest, as against 380,316 bags, 
highest, for the fiscal year being re- 
viewed. Monthly average for the whole 
year was 275,450 bags, as against 119,- 
819 for the previous year. 

Textiles: —Production. of piece-goods 
went up from 8,771,000 yards of the 
previous fiscal year to 11,947,000 yards 
of the year just terminated, an increase 
cf 36.2%. Yarn production, however, 
went down from 1,049,000 pounds for 
the 1946-47 fiscal year to 412,000 pounds 
for 1947-48, a drop of 40.7%. Pre-war 
(1941) production of piece-goods was 
11,422,890 yards, and the yarn output 
that year was 4,224,452. 

Distilled Spirits and Wines:—Output 
of alcohol for the 1947-48 fiscal year 
was 19,231,190 proof liters, as compar- 
ed to 6,576,852 proof liters for the year 
previous; up 191.0%. The growth of 
the wine output was as striking, from 
5,195,760 of the previous fiscal year to 
10,965,168 of the 1947-48 fiscal year, or 
an ‘increase of 111.8%. ne 

Mining:—The progress of rehabilita- 
tion of the erstwhile prosperous mining 
industry can be gauged by the produc- 
tion figures of 8 mines which reported 
a total production of P12,158,496 for the 
1947-48 fiscal year. This is rcughly 
one-eighth of pre-war production Re- 
construction was hampered by lack of 
sufficient capital, difficulty of acquiring 
capital goods from abroad for replen- 
ishment, and the comparatively much 
higher cost of labour now than pre- 
war. The §Haussermann-controlled 


mines and the copper-producing Lepan- 
to Consolidated, however, may hike pro- 
duction in 1948 to close to P18 million, 
barring labour strikes and other causes. 
Fishing:—Reports from the Bureau 
of Fisheries give a total of 19,717,740 
kilos of fish caught by licensed com- 
mercial fishing vessels, 3 tons or over, 
during the 1947-48 fiscal year. Com- 
pared with the catch of 18,640,252 for 
the fiscal year previous, there is an in- 
crease of 1,077,488 kilos, or slightly 
over 5%: The figures reveal a gradually 
declining catch in 1948, which is ex- 
plained as due partly to a slight de- 
crease in the number of fishing vessels, 
and partly to the illegal use of dyna- 
mite which has rapidly depleted the 
stock of fish in Philippine waters. 


Distribution 


The Distribution Index, a composite 
of the foreign trade, freight movement 
overseas and by railways, and gross 
sales of a number of leading firms, un- 
derwent some fluctuations after reach- 
ing an all-time high of 277.4 points last 
December. Compared with 100 of 1937, 
a normal year, there was an increase 
of 177.4 points. The year opened with 
an. index of 169.3 and went over the 
200-point mark for first time last Nov- 
ember. The last available index, that 
for March 1948, registered 224.9 points. 

Foreign Trade:—During the 1947-48 
fiscal year, the foreign trade of the 
Philippines totalled P1,696,302,396, com- 
pared with P1,223,770,567 of the fiscal 
year previous, or an increase of 38.6%. 
The trade balance, however, was un- 
favourable to the Philippines, with the 
tctal imports almost twice the total ex- 
ports. As in previous years, the United 
States dominated the Philippine foreign 
commerce, its share in the 1947 trade. 
alone being 76:2%, as against 78.7% in 
1946, and 72.8% in 1937. : 

For the first quarter of 1948. the to- 
tal foreign trade was P517,184,894, of 
which P324,927,550 represented imports 
and P192,257,344 exports, or an un- 
favourable balance of Pi32,670,206. Of 
the imports the United States supplied 
83.71%, and of the exports, it received 
58.27%. 

Freight Movement:—Freight move- 
ment at the Port of Manila continued 
to be intense, with the volume gradual-, 
ly rising from the 118,000 tons in July, 
1247, to about 180.000 tons in June, 
1948,- not including over ~100,000 tons 
Cischarged monthly at.the piers for the 
United States. Armed Forces. Lowest 
monthly freight handled at Manila be- 
fore the war was 60,000 tons, and high- 
est 85,000 tons. ee 

‘The Manila ‘Railroad Company rail- 
way freight, however, was below pre- 
war, due to heavy war losses in freight 
cars and locomotives which have not as 
yet been fully replaced. Average 
monthly freight during the period un- 
der review was 72,C08 tons, as against 
130,424 tons in 1937. A spurt was no- 
ticed beginning 1948, when 133,124 tons. 
was recorded in February, a new high 
since liberation. The figures, although 
fluctuating, showed a general upward 
trend. : 

Gross Sales:—Within narrow fluc- 
tuations the combined gross sales and 
receipts of 10 leading city firms con- 
tinued to be almost twice that of pre- 
war (1937), Represented by index 
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numbers, the total gross sales of those 
firms reached the peak of 291.8 points 
last December, from a low 202.8  re- 
gistered in August, 1947. A record peak 
of 257.5 was reached in March of this 
year, as against 218.8 for March of last 
year. Total gross sales for those 10 
firms for the first quarter of this year 
averaged P3,853,905 monthly, as against 
P3,299,279 for the same period of 1947; 
oon P785,606 for the same period of 

Real Estate Sales and Mortgages :-- 
Average monthly sales of real property 
in Manila during the 1947-48 fiscal 
year was P4,880,521, as compared to 
P5,388,032 for the corresponding period 
previous, down 9.4%. This slight de- 
crease, however, was mostly due to the 
gradual decline in the price of residen- 
tial lots in Manila. Real estate and 
chattel mortgages, however, gave a 
different story. For the former, a total 
of P110,493,055 was registered in 1947- 
48, an average of P9,207,455 monthly. 
This is indirectly a_ reflection of the 
boom in the building-construction ac- 
tivity. In i946-47, registered real estate 
mortgages totalled P55,168,293, or a 
monthly average of P4,597,334. 

Chattel mortgages registered in Mani- 
la during the year 1947-43 totalled 
P74'637,929, compared with P27,579,593 
for the year 1946-1947, or a tremendous 
boost of P47,058,336 or 170.6%—a re- 
flection of considerable business activ- 
ity in motor cars, machinery, equip- 
ment, jewelry, and other registerable 
chattels. 

Stock + Securities:—Stock securities 
worth P30,692,818 changed hands .on 
the Manila Stock Exchange during the 
fiscal year, contrasted to only P19,884,- 
070 for the fiscal year previous, an in- 
crease of P10,808,748, or 54.2%. Con- 
siderable industrial securities, in addi- 
tion to mining shares, were traded on 
the exchange during the year, an in- 
Gication that the. investing public is 
gradually dispersing available locai 
capital in various fields of enterprise. 


Transportation and Communications 


An important segment of the Distri- 
bution Industry is that of transporta- 
tion and communications. Motor- 
vehicle transportation was among 
the first buiness' enterprises to 
be fully rehabilitated in the 
country, followed by airplane trans- 
portation, and lastly by sea transporta- 
tion. The railroads have been partially 
restored in regard to rolling stock. The 
telegraph, radio communication, and 
mail service is now nearing pre-war 
standard, but the telephone service still 
needs considerable new equipment he- 
fore attaining its pre-war record cf 
efficiency. The road system is now be- 
ing repaired and expanded with the 
aid of war-damage funds, while the 
bridges destroyed by war are being re- 
paired. as fast as_ construction mate- 

_Yials arrive from the United States. 

Motor Vehicles:—At no other time 
have motor vehicles been more numer- 
ous than they are at present. Registra- 
tion for the first half of 1948 revealed 
a total of 74,285, or 1,775 less than the 
total number of motor vehicles regis- 
tered in 1947. Total pre-war registra- 
tion (1940) was only about 33,898 
vehicles. Of the 74,285 registered up 
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to June 30 of this year, 28,823 were 
cars, 44,789 trucks, and 673 motor 
cycles. Manila (with Rizal) had a total 
registration »of 30,436 or 60.3% of the 
grand total. 

Reports compiled by the Public Ser- 
vice Commission on bus and taxi opera- 
tors all over the country revealed a 


successful operation-year in 1947, as 
follows: Capitalization, P22,647,269; 
total operating revenues, P57,101,029; 


total operating expenses, P53,060,856; 


and net total operating revenues, 
P5,317,466. 
Inter-island Steamers:—Completely 


paralyzed by war due to the almost 
complete destruction of inter-island 
steamers, inter-island trade received re- 
newed life when the United States 
Government turned over 44 FS vessels 
to the Philippine Government which, in 
turn, redistributed them among pre- 
war shipping firms. Since then, addi- 


tional new steamers have been acquir- - 


ed by shipping operators for their local 
runs. Then came some 84 more United 
States navy ships donaed to the Philip- 
pine Government to improve the local 
shipping service and for harbour patrol 
work. The result is that the present 
inter-island commerce is fast approach- 
ing its pre-war volume due largely to 
timely replacements made by the Unit- 
ed States. 

Air Commerce:—Operations of air 
transportation companies during the 
first half of 1948 showed that the level 
of the 1947 business may be duplicated 
this year. The statistics for the half- 
year are: revenue passengers, 182,112; 
free passengers, 4,169; hours flown, 
20,885.86; miles flown, 4,327,465; pas- 
senger mileage, 56,085,218; mail car- 
ried, 238,174 lbs. express carried, 
5,172,306 lbs. At this rate, estimate for 
the whole year 1948 will be: revenue 
passengers, 260,000; free passengers, 
8,000; hours flow, 60,000; miles fiown, 
9,600,000; passenger mileage, 112,000,- 
000; mail carried, 476,000 lbs.; express 
carried, 11,344,000 lbs. The 1947 opera- 
tions, on the other hand, gave the fol- 
lowing results: revenue passengers 
381,248; free passengers, 1,466; hours 
flown, 52,473.66; miles flown, 6,866,027; 
passenger mileage, 80,186,671; mail car- 
ried, 542,378 lbs.; express carried, 
11,596,121 Ibs. 


Social Conditions 


The unemployment situation con- 
tinues to be acute, as hundreds and 
hundreds of wage-earners cannot find 
steady employment anywhere. Pre-war 
youngsters now of age swelled the num- 
ber of the unemployed thrown out of 
work due to the closing of many min- 
ing companies, cigar factories, and al- 
most one-half ‘of the sugar central as 
a result of the war. The steady decline 
of the cost of living has also been tem- 
porarily arrested by the seasonal rice- 
shortage, and this will make matters 
worse in time suificent supply can he 
imported from abroad to tide the coun- 
try over until the next rice harvests 
come in November this year. 

Unemployment:—Latest estimates of 
the unemployed by the Department of 
Labour have been placed at 500,000 
persons, outside of a considerable num- 
ber of farmer labourers. In a survey 
in 1947, the Bureau of Census and 
Statistics found that about 1,400,000 
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persons were unemployed, including 
farm workers who were idle after the 
busy season in agriculture. In the 
Greater Manila area alone the number 
of unemployed may be conservatively 
estimated at 150,000. Until tne coun- 
try is more widely industrialized or the 
war-‘lestroyed factories and mines are 
fully restored, the demand for labour 
by industrial concerns wil! continue to 
remain weak. 

Industrial Disputes:—During the 
year 1947 there were 93 industrial dis- 
putes registered, 43 of which, with 
7,292, workers involved, were threaten- 
ed strikes and 50, involving 15,759 
workers, resulting in stoppage or sus-- 
pension of work with 363,376 working 
days or P1,550,897.94 in wages as the 
estimated loss. Of these 50 industrial 
disputes that involved suspension or 
stoppage of work, 26 resulted in sub- 
stantial gain for the workers; 8, in par- 
tial gain for the workers or in a com- 
promise between the labourers and 
capitalists; 9, in little or no gain for 
the workers; and 7 cases still pending. 
The principal causes of these disputes 
were increased wage demands, vacation 
leave with pay, recognition of the 
union as the bargaining agency, over- 
time pay, etc. The Court of Industrial 
Relations proved to be a very effective 
medium in settling disputes. 

Labourers affiliated with CLO were- 
involved in many of these _ strikes,,. 
while another big labour organization 
which was active in labour agitation 
also was the National Labour Union. 

Wages:—The post-war high cost of 
living and the numerous labour strikes 
generally resulted in the hiking of 
wages. This is explained by the fol- 
lowing table giving the trend of wages 
of skilled and unskilled workers in 
Manila during the post-war period as 
compared with pre-war (194!): 


Class of 
Workers Average Daily Wage Rates 
Skilled P2.34 P5.93 P6.76 P7.68 P7.80 


1941 1945 1946 1947 19438 
Unskilled 1.24 3.27 453 466 4.69 


In the provinces, the average daily 
wage rates for unskilled industrial 
workers had risen from P2.02 in 1946 
to P2.27 in 1947; that for skilled labour- 
ers from 3.54 in 1946 to P3.73 in 1947. 
However, the average daily wage of 
agricultural labourers decreased from. 
P2.16 in 1946 to P2.05 in 1947. This 
is probably due to the oversupply of 
labour in the Philippines. 

The labourers employed in public- 
works projects in Manila received also 
a raise in their average daily wage 
rates from P3.74 in 1945 to P3.85 in 
1947. 

Cost of Living:—The cost of living 
index of wage earners in Manila 
steadily fell from 603.4 of January, 
1946, to 354.3 of June, 1948, a drop of 
249.1 points in 2% years. However, 
from the 100 points of 1941 to the 354.3 
points of June, 1948, there is yet a gap- 
of 254.3 to bridge over. It is feared 
high living costs may continue. 

Between January, 1946, and June, 
1948, the foodstuff. index dropped by 
388.8 points, the clothing index by 778.3. 


1949 


— 
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PHILIPPINE COMMERCIAL REPORTS 


DESICCATED COCONUT EXPORTS 


Production capacity remains the same 
but with nut-procurement difficult pro- 
duction will be about 80% of capacity. 
The tollowing are the shipping statis- 
tics for the month of October: 
Franklin Baker Co. of the 


IPhihppines an. e252. ee 4,311,300 
Blue Bar Coconut Company 1,680,910 
Peter Paul Philippine Cor- 

POO GELULO (lv eeaearetebiess acs =. eaia, sues 2,511,800 
Red V Coconut Products, 

CU emeib ieiccp us 5 atnscreg sch 2,138,000 
Sun-Ripe Coconut Products, c 

“TCECE Ee ge ener ier ere res 260,000 
Standard Coconut Corpora- 

DURUM igs Se Bia. ts ad oe ERT 86,000 
PSabelO SAV ario:s wae. ak 34,600 
Cooperative Coconut Pro- 

GUCTS EEC. Rety. ec aon eiee 0 
TWEDACHIErA= AR Rete ties An 200,000 
Luzon Desiccated Coconut 

COMPOLATION sites. See shy 172,100 

11,395,710 


COPRA EXPORTS 

Exports of copra for the month of 
October totalled 37,837 tons, with des- 
tinations as follows: 


Pacific. Coast Ports. .«...0% 4,459 tons 
Atlantic Coast Ports 10,950 tons 
NUE OPS isos indionsra svere sie 4,000 tons 
PUVODE HE pails wliy vniety ks 18,128 tons 
South-America s5eis0u. 300 tons 

37,837 tons 


During the same period 8,633 tons 
of coconut oil were shipped out of the 
— SEGRE EDS ITIL) IEE EL LIDDY OLE EE EET, 
points, the fuel-light-water index by 
80.6 points, and the miscellaneous in- 
dex by 171.9 points. The house-rent 
index was, however, upped by, 97.4 
points. The purchasing power of the 
spre-war peso increased from 16% cen- 
tavos to slightly over 28 centavos dur- 
ing the period. : 

Land Ownershiz  Distridution:—In 
furtherance of the social justice pro- 
gramme of the Government in progress 
since pre-war days, a good number of 
large landed estates have been pur- 
chased, broken up into small farms or 
homesites, and resold at practically 
cost to bona fide tenants. As of the 
middle part of last February, 21 estates 
and homsites with an aggregate area of 
424,644,372.35 square meters had been 
purchased by the Government for the 
total price of P9,288,852.14. Besides 
these acquisitions, 9 other haciendas 
with a total area of 1,567,736.50 square 
meters and occupied by 1,779 tenants 
were being expropriated, while 11 
others with a total area of 10,754,736.50 
Square meters and occupied by more 
than 100,000 tenants were being consi- 
dered for final purchase or expropria- 
tion. 

The Rural Progress Administration 
since its reorganization after liberation 
up to last February, had received over 
250 petitions from separate groups of 
tenants all over the Philippines re- 
‘questing the purchase of haciendas by 
the Government for the purpose of re- 
selling ‘them in lots of convenient sizes 
to the said tenants. 


Philippines almost entirely to the U.S 


East Coast. Copra shipments were 
considerably less than half those of 
October 1947. Oil shipments on the 


other hand were the largest of the year, 
reflecting the unexpected East Coast 
demand caused by the West Coast 
strike. 

At the end of the year there emerges 
a position where Philippine copra is re- 
latively scarce and bids fairs to be in 
tight supply until beginning of 1949, 
after which the short season commen- 
ces. On the other hand, oil buyers are 
holding back, expecting to receive long 
overdue deliveries from Pacific mills 
which they have meanwhile covered 
with Philippine oil, which places them 
in a comfortable position. This  posi- 
tion is re-enforced by the possibility of 
buying cheaper oil from other sources. 
All of this leads to a confused and un- 
certain condition, which may result 
either in Philippine copra giving way 
or American buyers raising prices. 
There is no possibility of profitable 
trading until one of these alternatives 
occurs which means that for the time 
being both selling and buying interests 
are at a minimum. Prospects for 
large-scale trading are relatively re- 
mote. 

Prices in October from 51 to 55 pesos 
per 100 kilos of copra. 

Estimate of total copra exports in 
1947 somewhat more than 700,000 tons, 
a reduction of 30% against 1947 

Approx. prices for one short ton of 
copra US$250—260 cif. US port; $250 
f.o.b. Manila for shipment to Europe. 


EXPORTS IN OCTOBER 


In October 1948, 84 ships lifted 143,- 
352 tons, as against 81 vessels with 
107,936 tons for the previous month. 
Last October, however, 68 vessels lifted 
164,507 tons. 

Copra shipments continued to decline 
but most other commodities showed a 
steady increase. 

Principal commodities exported dur- 
ing October, 1948, as compared with 
October, 1947, were:. 


1948 1947 
Cigars , 1 ton 4 tons 
Desiccated 
coconut 93823 » 5; 6,490 ,, 
Coconut oil 8,633 _,, 4,006 ,, 
Copra 37,837 98,427 ,, 
Copra cake o1s ; 5,843, 
Hemp 32,775 bales 63,550 bales 
Logs and 
lumber 2,796,526 board 24,696 board 
feet feet 
Ores 25,274 tons 16,018 tons 
Rope 295: ,, 245, 
Sugar 5,046) ys, — 
Tobacco 184 ,, Beit. Wy 


FERTILIZER PLANT 


It is planned to establish a fertilizer 
plant in the Philippines as part of the 
Maria Christina hydroelectric power 
project. The plant will have an 
estimated annual production of 126,000 
short tons of synthetic ammonium sul- 
fate. Pyrites (42 percent sulfur con- 
tent) from the island of Panay will be 
used as part of the raw material. 


HEMP PRODUCTION 


Production for October, 1948, was 
36,281 bales—a decrease of 1,916 bales 
from September, 1948, and 36,000 bales 
lower than October 1947 production. 
Non-Davao balings were 21,864 bales— 
down 1,840; and Davao, 14,417 bales— 
down, 76 bales as compared with Sep- 
tember. Total pressings: for the first 
ten months of 1948 were 510,441 bales, 
compared with 678,769 bales for the 
same period last year—a drop of 168,- 
319 bales for the year, to date. 


BUNTAL FIBER 


The ban on export from the Philip- 
pines of buntal fiber, imposed in 1940, 
has been lifted by virtue of provisions 
of Republic Act No. 319, June 19, 1948. 

Present production of buntal fiber 
in the Republic is estimated to be at 
the rate of 240,000 kilograms a year, as 
compared with thea prewar output of 
700,000 annually. With good foreign 
demand, however, annual production 
might reach 1,200,000 kilograms. 

Most of the fiber consumed locally 
consists of coarse grades, but fine and 
medium grades would be available 
for export, as well as some waste or 
tow. 

The principal use for buntal fiber is 
in the making of hats. About 10,000 
persons are engaged in this occupation. 


PORT OF MANILA CONDITIONS & 
STATISTICS 


Before the war, there were in Manila 
eight berths available for handling 
cargo, that is eight ships could come 


alongside the cocks. Inward cargo 
amounted to 95,000 .to 150,000 tons 
monthly. Today there are seven 


berths to work cargo, and monthly ton- 
nage runs from 146,000 to 190,000 tons, 
None of the berths now being worked 
at Pier 13, Pier 11, or Pier 7, has ade- 
quate cargo-handling machinery. Smail 
tractors and dollies are available, as 
well as portable cranes, but regular 
overhead cargo-working gear is non- 
existent. In case ships have to lie 
off the piers awaiting berth, inside the 
breakwater, there are the following 
anchorages: 3 with 29% feet of water; 
2 with 24 feet; and 4 with 25 feet. 

The harbour alongside the piers and 
anchorages needs dredging badly. The 
Bureau of Public Works proposes to 
begin on this project at an early date. 

To remove and distribute cargo from 
the piers, there is an ample number of 
trucks available mostly belonging to 
licensed customs brokers who operate 
fleets for this purpose. Where lighters 
can be used, some 9,000 tons of flat 
lighters are available in the Manila 
area, House lighters of the dry-cargo 
type total 14,000 tons. Bulk lighters of 
the liquid-cargo type approximate 10,- 
000 tons, 

Firms working on the waterfront re- 
port a general reduction in pilferage 
and loss over what ‘was sustained last 
year. The general impression is that 
there has been an improvement in 
cargo-handling at the Port of Manila. 
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TOTAL TONNAGE HANDLED FOR 

YEAR 1948 

NO OF 
MONTH VESSELS TOTAL TONS 
January 58 135,209,581 
February 62 158,666.244 
March 76 189,542,323 
April 80 183,844.966 
May 78 215,159.844 
June 79 176,460.616 
July 78 151,627.124 
August 82 189,787.163 
September CS) 146,475.877 
October 63 124,596.735 
November 60* 110,000.000* 
OCAL In .eists 1,781,370.473 
*Estimated 


TOTAL TONNAGE HANDLED FOR 


YEAR 1947 

January 48 227,354.051 
February 45 192,740.392 
March 51 194,458.002 
April 54 165.561.190 
May 56 135,738.255 
June 55 115,441.630 
July 60 118,156.982 
August 54 105,742.836 
September 65 143,792.560 
October 58 131,446.678 
November 63 145,916.236 

Totalc ie... 1,676,348.812 


Total Tonnage (11 
months) 1948: 

Total Tonnage (11 
months) 1947: 


1,781,370.473 
1,676,348.812 


Increase 105,021.661 


TEA PRODUCTION AND EXPORTS 
OF INDOCHINA 


Production of tea in French Indo- 
china in 1948 will amount to about 
2,000 metric tons, about the same as 
the 1947 output. Prior to World War 
Ii about 3,000 tons of tea were pro- 
duced annually. 


Up to 300 metric tons of black tea 
plus an equal or larger quantity of 
green tea may have been’ exported 
Curing 1948. If world prices remain 
below local prices, little tea will be 
future be exported, as domestic con- 
sumption can absorb all current pro- 
duction. Customs statistics, for the 
first quarter showed exports from 
Tonkin of 75 metric tons. During 
April 1948 Cochinchina exported 66 
metric tons of tea te Marseille. Prior 
to World War II about 2,000 tons of 
tea were being exported annually. 
During 1947, 667 metric tons of tea 
were exported from Cochinchina. No 
other exports from Indochina were re~ 
corded during that year. 
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JAPAN’S ECONOMIC OUTLOOK FOR 1949 
A JAPANESE APPRAISAL 


Of the many factors that will deter- 
mine Japan’s course in 1949, predomin- 
ant will be the repercussions of the in- 
ternational situation. This was true 
also for 1948, when, for better or for 
worse, forces beyond control of Japan 
were the cause of non-settlement of the 
reparations issue, indefinite postpone- 
ment of the peace treaty for Japan, 
foreign trade arrangements, and num- 
erous other matters. But these occur- 
rences must be regarded as only a fore- 
taste of what are to be expected. in 
1949. For, as the Japanese take first 
steps beyond the grace of a protected 
haven, the full force of the turbulent 
storm will be felt. And, it will not be 
going too far to say that the effects on 
Japan and her way of meeting them 
may decide her fate before the year is 
through. 

The international infiuences are of 
two kinds: political and economic. Of 
the political factors the foremost is the 
future developments in the strained re- 
lations between the United States and 
Soviet Russia. Although there is no 
real basis for predicting whether or not 
the situation will so worsen as to oc- 
casion open hostilities, the wise and 
cool-headed leadership of both nations 
will not permit the committing of any 
grave error. Neither with a sudden 
thawing on both sides a complete turn 
may ensue to result in harmony and 
peace. And it appears more likely that, 
as the year progresses, the situation 
will steadily though slowly tend to 
worsen. 

Consequently, the hopes for a peace 
treaty will be even thinner than in 
1948; and besides this direct effect, the 
Japanese will begin to feel, from the 
establishment of Communist leadership 
ever China and the spread of Red in- 
fiuence into South Korea, the other in- 
direct' influences of the “cold war.” For, 
with such changes in the situation, not 
a little moral support will be given 
Communistic elements in Japan, and a 
change in the nature of the Japanese 
ie pene movement is only to be expect- 


However, unless a peace treaty is 
signed, there will be no withdrawal of 
occupation troops; and while these 
troops remain there is no need for over- 
anxiety over the confusion that might 
arise. from the condition mentioned 
above. Therefore, what concerns the 
Japanese people most among possible 
influences from abroad are those re- 
lated to economic matters. 
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Needless to say, the biggest boon to 
Japan has come through United States 
aid. For the twelve. months commen- 
cing with July 1948 and ending with 
June 1949, the US. plans to grant 
Japan $387 million out of the GARIOA 
Fund and $75 million from the EROA 
Fund. Furthermore an occupied area 
revolving fund of $100 million and a 
cotton loan of $69 million have been 
furnished. These funds are now in 
operation and have been instrumental 
in bringing huge amounts of materials 


and supplies to Japan. However since 
the period up to December 1948 can be 
regarded more as a preparatory period, 
the real effectiveness of these funds 
will become apparent in the first half 
of 1949, during which time even greater 
quantities of goods may be expected. 
Aid to Japan in the second half of 1949 
is as yet an unknown factor; but judg- 
ing from news reports, it appears prcb- 
able that at least the same amount as 
heretofore be made available for the 
next twelvé months. Moreover, the 
United States Government seems to be 
tending towards a policy envisaging 
rapid rehabilitation of Japan; and there 
is a possibility that 1949 will see the 
formation of a program for the reha- 
bilitation of the Far East with Japan 
as the base of operation. 

It is almost a certainty that Japan’s 
productive activities will, in 1949, be 
greatly intensified through the granting 
of United States aid. 

Secondly, in connection with the 
above-mentioned aid, the expansion of 
Japan’s export trade calls for some at- 
tention. It was originally planned to 
export some $350 million worth of 
goods during fiscal 1948 (ending March 
31, 1949). This plan has not been a 
success; and an aggregate export value 
of some $200 million for the 1948 calen- 
dar year is the current estimate. This 
figure is not expected to increase very 
much during the three months up to: 
the end of the fiscal year. Fiscal 1949, 
however, presents an entirely different. 
outlook. This is because trade with 
the Sterling area is expected to show 2 
heavy increase through the recently 
signed trade agreement; and, moreover, 
there is a noticeable tendency towards 
larger production of steel and heavy 
industrial goods in step with the pro- 
gress of United States aid to Japan. If 
together with these conditions, the gov-- 
ernment-sponsored promotion of export. 
industries would meet with success, 
there will be little or no difficulty in: 
attaining the export goal of $450 mil- 
lion set for fiscal 1949 by the Economic’ 
Stabilization Board. 

The fund granted in aid to Japan do 
not require immediate repayment, so 
most of the export can be used to cover 
import purchases. Thus the stepping 
up of export will immediately result in 
greater ability to import necessary 
commodities. Japan will be able to im- 
port $200 million worth more goods for 
domestic consumption than in 1948; 
and this will certainly act as a big 
stimulus to production. 
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But while the above-mentioned ad- 
vances can be expected, there are two 
important obligations: the establish- 
ment of a single exchange rate and the 


willingness to endure a life of self- 
denial by the Japanese. 
The establishment of a_ single ex- 


change rate is a prerequisite for the 
normalization of Japan’s price systerm 
which has so long been isolated from 
the outside world.. True stabilization 
of prices cannot be brought: about. with- 
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out proper equilibrium of price levels 
maintained through a uniform rate of 
foreign exchange. The cry. for ration- 
alization of enterprise would be balder- 
Cash without the objective of aligning 
Frice levels with those of the outside 
world. Thus, even from Japan’s view- 
point alone the adherence to a single 
rate is regarded as of paramount im- 
portance; but although its early estab- 
lishment has been repeatedly advocat- 
ed, there has been a regrettable delay. 

Because there is the risk of aid-to- 
Japan becoming ineffectual unless 
stable prices and rational operation of 
enterprises, among other things, can be 
looked forward to with a fair degree of 
certainty, the strengthening of relief 
measures is likely to lead to the en- 
forcement of the much. awaited uni- 
form exchange rate. 

The setting of an exchange rate will, 
of course, disrupt economic circles to a 
certain extent; and although various 
dates from March to Autumn are sur- 
mised as the time of effectivization, 
even should it come late in the year, 
there must be a prompt adjustment of 
domestic prices to world levels by 
means of a provisional standard rate 
and other measures. This will natur- 
ally call for price slashes on commod- 
ities that are quoted too high, and will 
mean a cutting of production costs, 
which may, in some cases, cause _in- 
solvency. 

The level at which the exchange rate 
is set will greatly affect the extent to 
which readjustment must be undergone. 
Recently, advocacy of a high value for 
the yen has lost ground, and the stimu- 
lating of export by the adoption of a 
low level for the yen is said to be gain- 
ing wider support. If this should be 
the case, the extent of rationalization 
may not have to be so great. However, 
it is unthinkable that the rate will be 
such as to enable profits for all export 
commodities; so in any case readjust- 
ments will have to be undergone by 
high-cost industries. 


= = ° s 


Expansion of production in 1949 has 
as its main objectives the fostering of 
production capacity and the promotion 
of exports. This is underscored by the 
fact that, as explained in the foregoing, 
United States aid to Japan is being 
undertaken with a view to rehabilita- 
tion of the Far East through the econo- 
mic recovery of Japan. On this premise 
is based the rough forecast of indus- 
trial activity given below. 

With the relief funds granted to 
Japan, import of iron ore, caking coal 
and other materials will increase, and 
steel production will be rapidly boost- 
ed. The greater part of this steel will 
go into rolling stock, shipping and roll- 
ed steel for re-export. Steel allocations 
for domestic consumption may be in- 
creased, but they will be for repair and 
expansion of industrial facilities: so it 
is unlikely® that living standards will 
be immediately affected. In the same 
way, the bigger imports, made possible 
by the exports of steel and heavy 
goods, will consist but little of con- 
sumer: goods and will, on the main, be 
raw materials for production purposes. 

Thus, although production may pick 


up rapidly, there will be little or no 


FAR EASTERN ECONOMIC REVIEW 


corresponding rise in the amount of 
consumer goods to be made _ available 
to the people of Japan, who must con- 
tinue with their “endurance living.” 
Self-denial, in this caes, does not mean 
that the present standard of living must 
be lowered; and insofar as the overall 
situation is concerned, there should be 
a definite improvement, however slight 
that may be. 

Yet, because the production boost 
expected during 1949 alls for this 
necessary self-denial, there is the dan- 
ger that should anything go wrong the 
symptoms: of pernicious inflation may 
again appear. For, if there is a rise in 
production, and if enterprise is operat- 
ing On anything like a sound basis, the 
capacity to pay higher wages or divi- 
dends will result as a matter of course; 
and against that capacity wili rise de- 
mands for higher wages, dividend pay- 
ments or bigger shares in the profits. 
Then, if these demands are heeded or 
carried out by force, there will be an 
inevitable appearance of the disequili- 
brium between purchasing power and 
commodity supply. As already stated, 
the boosting of production will be limit- 
ed to the fields of production material 
and export commodities. Therefore, 
prices will again begin to sky-rocket; 
and once such an inflationary trend is 
started it will be no easy task, even 
with the aid of the uniform rate of ex- 
change, to check the rise. Such in- 
stability may lead to suspension of aid- 
to-Japan; and even if relief is forth- 
coming its effectiveness will be severe- 
ly curtailed. Should such be the course 
of Japan’s economy in 1949, an in- 
eradicable blot will have been made on 
the pages of her history. 
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Pivoting around the developments in 
the international situation, the condi- 
tions are such that. 1949 may witness 
the greatest progress made by Japan 
since the war. And in order to bring 
about a materialization of this progress, 
it is urgently necessary that labour 
should understand the need for further 
endurance of present living conditions, 
and that management should exert 
more effort towards sound operation of 
enterprise. Fortunately, to the “ten 
principles of economy” have been re- 
cently added the “three principles of 
wage stabilization,” and the shave of 
the economic policies to be pursued has 
been clearly revealed. If the course 
indicated by these principles is follow- 
ed, the year 1949 will mark the build- 
ing of the foundations upor which a 
stable economic structure for Japan 
can be erected. 


Commercial Treaties with 
Japan 


Siam 


The Allied Control Council in Japan 
continues to promote - actively trade 
exchanges between that country and 
its neighbours. A mission from Siam 
at present in Japan has now signed a 
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commercial treaty for US$60 million. 
As with other commercial arrange- 
ments with Japan, the interested 
parties will regularise the exchange 
balance at the end of the year in US. 
dollars. 


Australia 


A commercial treaty has also been. 
concluded between Australia and 
Japan for close upon: US$40 million. 
Exports from Australia will be wool, 
and cereals; those from Japan will 
comprise mainly cotton textiles. 


Trade Review And Analysis 


Japan’s exports in August, convert-. 
ed into yen, were 70 per cent larger 
than in July and the largest since the 
end ot the war. August exports were 
as follows: Cotton piece goods to a 
total of 59,000,000 linear yards, which 
was the largest volume since the end 
of the war and broke the postwar re- 
cord set in September 1947 of 58,933,- 
000 yards; raw silk reached 8,276 bales, 
second to the postwar record of 9,700 
bales established in June. These two 
commodities accounted for 48 per 
cent. The exports of the following 
articles showed increases over July: 
staple fiber yarn 25 times; staple fiber 
textiles, 3 times; rayon yarn, 3 times; 
rayon textiles, 5 times; and sundries, 
3 times. Sundries represented 21 per 
cent of the aggregate value, the per- 
centage being the jargest since the 
end of the war. 


The value in dollars of the August 
exports is estimated as follows: 


Cotton piece goods at an 


estimated price of 

$0:25s> per: yard sen. $15,000,000 
Raw silk at an _ estimat- 

ed price of $350 per 

bales! {ices sheers 3,000,000 
Others at a nominal ex 

change rate of $1- 

VSO00" Sets. cee es 8,000,000 

TOGA] Sn. Boe ete eae 26,000,000 


The imports in August were 23 per 
cent larger than in July. Particularly 
noticeable was the increase in the im- 
port of oil and coal from the United 
States. Since the beginning of the 
year, the import of reconstruction ma- 
terials has been on the rise. The im- 
port of coal and iron-ore has risen 
since June, a fact which accounts in 
large measure for the gain in the pro- 
duction of iron, steel. But the yen 
value of the imports of reconstruction 
materials is small, machinery, metals, 
mineral products, saw rubber, chemi- 
cals and lumber combined taking no 
more than 15 per cent of aggregate 
value. 


The volume of the August imports 
classified by commodities follows (in 
tons; for oil in kilolitres:— 
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Poodstuffs,* 1. 0c2. 296,000 45% 

NSB Cee eames eme etc ment 107,000 2% 

PSRUUPZOY: | oceanic are 60,000 3% 

Oe iancracs « atynrage eae 134,000 12.8% 
Raw materials for 

textiles (including 


52,000 bales of raw 
cotton, 5,805 lbs. of 
wool and 144,970,000 


ibs. of hemp, these 
three alone repre- 
senting 15%) .... 20% 
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The principal exports in September 
were 6,284 Dees of raw silk, 1,797,000 
pounds of cotton yarn and 30,788,000 
yards of cotton piece goods, these 
figures being smaller than in August. 
An upward turn took place in October, 
however, raw silk and cotton piece 
goods shipments rising to 9,531 bales 
and 37,000,000 yards, respectively. For 
some inexplicable reason, it has been 
the case in recent months that exports 
rise one month and fall the next, as 
a review of the July-October trends 
indicates. 

The principal imports in September 
were 144,009 kilolitres of oil, 82,000 tons 
of iron-ore and 130,000 tons of coal, 
showing a steady increase in the im- 
port of essential raw materials. 

* * * * 


Speculation is rife as to the total 
volume of the 1948 exports. Let us 
hazard an estimate (in dollars F.O.B.). 
On the basis of the January-Septem- 
ber figures, the exports of cotton yarn, 
cotton piece goods, raw silk and silk 
goods in the whole year are estimated 
at $152-million and other fiber pro- 
ducts $18-million, making a total of 
$170-million for fiber products in gen- 
eral. The exports of machinery, metal- 
ware, agricultural produce, marine 
products, etc., though on the rise, are 
small and are estimated to total $70- 
million. 

The aggregate exports this year, 
then, are estimated at $240-million. 
Though $110-million less than the 
estimate made at the beginning of the 
year of $350-million, this is an in- 
crease of 40 per cent over last year 
and three times the figure for the 
first half of this year. This estimate 
may be too liberal, but it was almost 
invariably a case before the war that 
exports were larger in the second half 
of a year than in the first half. 

In view, however, of this ‘ not too 
rosy outlook, the Government has 
lowered the export goal for next year 
(the first year of the Five-year Econo- 
mic Reconstruction Program) from 
'$600-million to $400-milllion and is 
examining the revised goal. 


January-June imports totalled $348,- 
‘390,000. Imports since July have con- 
tinued steady, the monthly amount 
being estimated at between $50 and 
$60-million, With an increase in im- 
ports with the EROA Fund now in 
prospect, this year’s aggregate imports 
are estimated at between $600 and 
'$700-million. 
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Japan’s postwar foreign trade has 
been marked by a continual excess of 
imports, as follows: 

(In million dollars) 


1986 acne tie sa wae 180 
OA ede crane ounce aueharr i Gale aan 353 
dam, aune,. 1948") sewers» 271 
July-Dec., 1948 

COBTIMOSTER) Sic essence 129 


The import excess since the end of 
the war up to the end of this year 
is thus estimated to reach the $1,000- 
million level. 

This excess of imports ‘attests to 
Japan’s heavy dependence 
United States, and the steady 
of supplies from America has_ helped 
Japan’s economic stabilisation and re- 
construction rise. 

* * * * 


There has also been a marked in- 
crease in the import of CCC _ cotton, 
wool, hemp, rayon pulp and dye-stuffs. 
This conduces a great deal to the pro- 
motion of the export fiber goods. En- 
couraging is the recent steady import 
of rayon pulp, of which 3,073,000 
pounds were received in April, i2,- 
000,060 pounds in May, 10,576,000 
pounds in June and 4,626,000 pounds 
in July. This has stepped up the rayon 
output and will help to revitalize the 
Japanese artificial silk industry which, 
since the end of the war, has been 
harassed by a shortage of, good quality 
pulp. 

Japan produces rayon-pulp in To- 
hoku and Hokkaido and has a pro- 
ductive capacity of 168,800 long tons 
(as of December 1947), but owing to 
a scarcity of good quality coal and 
chemicals, the post-war output has 
been as small as 13,570 long tons in 
1945, 8,885 tons in 1946 and 14,545 tons 
in 1947. And the quality is inferior to 
the prewar product which was poor 
enough and lacks uniformity. Arrange- 
ments are being made to _ utilize 
domestic pulp for making paper and 
to use the imported product for rayon 
manufacturing. 

The future of Japan’s rayon in- 
dustry is brightened by the fact that 
the trade agreement recently con- 
cluded with Sweden provides, among 
other things, for the import of pulp, 
chiefly rayon-pulp. 

* * + * 


Japan’s prewar and postwar foreign 
trade:-—Estimated total exports in 
1948 of $240-million are no more than 
26 per cent of the figure for 1937, 
which was Y3,175,418,000, which, at 
the average exchange rate then ruling 
of $23,724-Y100, works out at $192- 
million. Assuming the value of the 
dollar in that year to be twice the 
current value, 1948 estimated total 
exports are only 13 per cent of the 
figure for 1937. 

Estimated total imports of $700- 
million are 64 per cent of the 1937 
figure, Y3,783,177,000 or $1,087-million 
at the above-mentioned exchange rate. 
Assuming the value of the dollar in 
1937 to be twice the present value, the 
percentage 1s 32 per cent. The im- 
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port trade has shown a quicker rate 
of recovery than the export trade. 

It is in raw silk, silk textiles, cotton- 
yarn and cotton textiles (referred to 
as the principal fiber products) that 
Japan’s postwar export trade has 
shown the quickest recovery, but the 
postwar aggregate exports of these 
commodities are nothing in value or 
volume, as compared with the figure 
for 1935, the pre-war peak year. In 
value, they are only 16 per cent of 
the 1935 exports. In volume, the 
aggregate total of 400-million linear 
yards of cotton textiles shipped last 
and this year are less than the ex- 
ports to India alone in 1935, which 
amounted to 561-million square yards. 
It is barely equal to the exports to 
Dutch East Indies in that year, 
amounting to 370-million square 
yards, Last year’s estimated total raw 
silk exports, 70,000 bales are one- 
eighth of the exports in 1935. 

There has been a marked change in 
the postwar export demand also. Of 
the cotton textiles shipped in 1935, 
the bulk—t#5.3 per cent, to be exact— 
were finished goods and only 34.7 per 


cent unfinished. Today this is just 
about the other way round. Efforts 
are now made to reverse this situa- 


tion, since Japan’s export industry is 
essentially a processing industry. 

Still more marked is the change in 
the postwar American demand for 
raw silk. The bulk of the pre-war 
demand was for 14 medium (13-15 
denier), which was for making stock- 
ings, The postwar development of the 
nylon industry in America has cut 
the demand for this denier drastical- 
ly. The bulk of the recent demand has 
been for 21 medium (20-22 denier), 
which constituted 90 per cent of the 
exports in October. Such being the 
situation, the domestic production is 
now chiefly of 21 medium. The pre- 
war American demand was 400,000 
bales or so yearly.The future demand 
from that country is estimated 50,000 
bales, at most. The organisation of the 
American market has changed com- 
pletely. 


Japan’s 


Increasing Population 


In 1947, 2,729,000 were born and 
1,057,000 died in Japan, the natural 
Increase of the population amounting 
to 1,572,000. This increase far sur- 
passed the highest record in the past 
(1,130,000 in 1941). However, it is ex- 
pected in 1948 that the natural increase 
will be the same or even greater. The 
birth rate last year was 34.53% (34.53 
persons to 1,000 persons), and equals 
the prewar high; but as such increase 
in the birth rate is the general post- 
war aspect common to every country 
it can be considered that the rate may 
relapse to the prewar level. 

On the contrary, the death rate last 
year was 14.65%, showing a marked 
decrease against 16.91% in 1937. The 
death rate in the first half of 1948 even 
Gropped to the level of 13%. It is 
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COMMERCIAL REP ORT FROM JAPAN 


(From. Our Japanese Correspondent) 


There have been, under the scheme 
to reinstate Japan as a manufacturing 
and export unit of the commonwealth 
of nations, lengthy discussions as to the 
best course to follow in regard to for- 
eign ‘exchange. Hitherto foreign mer- 
chants in Japan have dealt only with 
foreign currencies—the Japanese alone 
getting yen. Under the new plan both 
foreigners and Japanese would be al- 
lowed a certain proportion of foreign 
currency, accruing from their export 
sales. This would enable men to travel 
abroad for business purposes as well 
as paying commission to foreign agents 
and, what is still more important, 
would make imports more possible. 

The main point of interest during 
the last few weeks is Japan’s industrial 
advance, already very marked, in the 
manufacture of cottons and _ textiles 
generally. The chief item in the trade 
pact for £55 million between the Bri- 
tish Commonwealth and Japan, as 
might be expected, concerns cotton 
which will be given in exchange for 
raw materials. With the exception of 
Hongkong, the signatories to the pact 
include all the Commonwealth coun- 
tries as well as the British colonies. In 
return for cotton goods Japan would 
receive raw cotton, wool, salt, jute, 
hides, rubber, manganese, coal and tin. 


Australia and Japan 


While this policy is viewed in Man- 
chester with some misgiving, Austra- 
lia looks at the problem from the point 
of view of long term policy. In other 
words, it is felt that a sound economy 
in Japan is the surest guarantee against 
communism in that country—a political 
trend already reported to be evidenced 
amongst former military officials and 
some youth organisations, 

Australia has not always held this 
point of view, and at one time dis- 
agreed with the U.S. policy of restoring 
Japan to the full status of a self-sup- 
porting country, but in view of the de- 
bacle in China it is now felt advisable 
that Japan should be supported as a 
buttress against communism in the Far 
East. This attitude on the part of 
Australia is also largely due to Japan’s 
tentative turning to Soviet Russia for 
trade pacts, in the absence of agree- 
ments with other countries. It has al- 


worth particular notice that the rate 
dropped by 3% in a short period des- 
pite the still low mode of postwar 
living conditions. 

The question that now arises is that 
the birth rate and the death rate are 
in inverse ratio. Statistically there 
have been definite relations between 
both that. when the former rate runs 
up the latter rises likewise; the na- 
tural increase has very rarely exceeded 
the ratio of 16%. But both in 1947 
and 1948 it showed an unprecedented- 
ly big ratio of 20%. This is an 
instance unknown in history  occur- 
ring in any particular country. 


ready been pointed out that such So- 
viet-Japanese trade would provide the 


very kind of ideological bridgehead 
which the western nations wish to 
prevent. 

Further, while Japan’s exclusion 


from the list of world trading nations 
deprived Australia of wool, wheat, and 
iron ore markets onalarge scale, Japa- 
nese cottons, paper, industrial ma- 
chinery, silks, rayons and electrical ap- 
pliances are what Australia needs. As 
the position now stands, Australia wel- 
comes the new trade pact. But, as we 
have already pointed out, the position 
in regard to the British cotton industry 
is somewhat different and British cot- 
ton manufacturers note with some dis- 
may that not only is Japan already re- 
ported to be undercutting British tex- 
tiles but is planning to increase the 
number of spindles to an alarming ex- 
tent from the British spinners’ point of 
view. 


Hongkong’s Position 


Hongkong was not mentioned in the 
trade agreement because it stands in a 
somewhat different category to the 
Commonwealth and colonies generally. 
According to recent Chinese reports, 
trade with Japan is opening up and it 
is anticipated that shipments of Japan- 
ese textiles into the Colony will total 
roughly 50,000,000 yards by June of 
this year. 

Japan’s trade in manganese, which 
was listed in the Commonwealth agree- 
ment, is reported to be improving very 
rapidly in so far as Hongkong is con- 
cerned. Japanese importers were offer- 
ing HK$100 while sellers during the 
past week were standing out for HK$ 
130. Canton comes into the picture by 
being in a position to supply some 
300,000 tons within the next two or 
three months, 

Generally speaking, Japan-Hongkong 
trade is increasing and reports state 
that some 60 firms secured permission 
to transact a two way trade with the 
Colony. Imports were reported to in- 
clude cement, glass, aluminium ware, 
toys, piece goods, etc., while exports to 
Japan were gallnuts, ramie and various 
kinds of China produce. 


Return to Normalcy 


An important step towards normalcy 
is apparently being accepted by the 
Japanese Government in the’ agree- 
ment to return stocks and shares as 
well as real estate in Japan to their 
pre-war foreign owners. As long ago 
as 1940, SCAP ordered the return of 
real estate, but steps to comply have 
been slow. There are more than 1,500 
still outstanding claims. As far as 
stocks are concerned, their value at 
the time when the Government dispos- 
ed of them during the war totalled 
something like 260 million yen but they 
have now increased in value. 
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INDUSTRIAL REPORTS 
FROM JAPAN 


SHIPBUILDING 


The rising demand in Japan and 
abroad has enlivened the shipbuilding: 
industry. As the fourth shipbuilding. 
program for domestic use since the war’s 
end, contracts have recently been con- 
cluded for three B model, four C 
model, and five F model ships. 

Out of the 19 ships contracted in 
the recent bidding, Mitsubishi got 8, 
Hitachi 3 and Mitsui 2. It is also note 
worthy that all the contracts went to- 
shipyards in the Kansai district, 
especially along the coast of the 
Inland Sea, with the only exception 
of Mitsubishi’s Yokohama  Shipyard,' 
end that none of the Kanto ship- 
builders, such as Nippon Steel Tube, 
Ishikawajima Shipbuilding and Uraga 
Dock, has turned out a successful 
bidder, though JIshikawajima and 
Uraga got many contracts in the pre- 
vious bidding. In the Kansai area, 
neither Kawasaki Heavy Industries 
nor Fujinagata Shipbuilding obtained 
any contract. 

Because the prices of standard 
ships have been fixed at too low a 
level, shipbuilders will find it hardly 
possible to make ktoth ends mest. It 
is beneficial for them that one-third 
of the building expenses will be :- paid 
simultaneously with the conclusion 
of contracts. Apprehension prevails 
that extremely low ship prices will 
cause a marked degradation of ship- 
building technique. 

More encouraging than the brisk 
Comestic demand is the flood of over- 
seas orders and inquiries. Indications 
are increasing that contracts will be 
concluded with foreign interests for 
15 steel ships (172,050 gross tons), in- 
cluding five 18,000 toh type tankers, 
and that six catcherboats will be built 
in accordance with an order from 
Norway. As the catcher-boats already 
delivered by Mitsui Shipbuilding and 
Harima Shipbuilding are welcomed 
among foreign fishermen, orders for 
this typeof fishing craft will increase 
in the future. Besides, inquiries are 
coming from Pakistan, Ceylon,. Aus- 
tralia and Hongkong. : 

Wooden. vessels, ordered by the 
Soviet Union, were completed ,in Sep- 
tember. As the second program for 
the Soviet Union, lighters will be de- 
livered in January, 1949, and tug-boats 
in May. As the third program, ne- 
gotiations are under way for 100 tug- 
boats. 
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With the relegation of the*toda in-. 
dustry to a position akin téj:@ step- 
child of wartime controls, *tHe pfoduc- 
tions of soda ash, caustic soda and de- 
rivative products suffered sharp drops’ 
after the outbreak of the Pacific War. 
The output of soda ash, fot instance, 
which registered not more than 100,-- 
GOQ metric tons in 1944, further dwin- 
dled to only 26,800 metric tons in 
1245, or a mere 10 per cent of the 
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prewar record of 254,000 in 1935, 
Caustic soda decreased to 44,000 tons 
in 1944 from the prewar high of 440,- 
600 tons attained in 1938. 

Following termination of the hos- 
tilities, soda production suffered a 
temporary decline in 1946 but has 
been picking up since 1947. Soda ash 
increased to 46,000 tons in 1947 from 
23,000 tons in 1946, and caustic soda 
to 51,800 from 30,000 metric tons dur- 
ing the same period. The monthly 
average output in 1947 was 3,871 tons 
for soda ash, and 4,319 tons for caus- 
tic soda. A further rally was witness- 
ed in 1948 with the monthly average in 


the January-September period ad- 
vancing to 5,916 and 8,576 tons,  res- 
pectively, for soda ash and _ caustic 


soda. The monthly average during 
1930-34 stood at 101,000 tons for soda 
ash and 84,500 tons for caustic soda 

In order to promote the output of 
soda products, it is essential to seek 
a raadjustment in the relations be- 
tween the volume of production and 
the official prices fixed on June 23, 
1948 for soda products. The official 
prducer’s and consumer’s prices were 
set at Y20,300 and Y11,105, respec- 
tively, for soda ash, and Y35,600 and 
Y18,702, respectively, for caustic soda 
(manufactured by the ammonia soda 
process). The differences between 
producer’s and consumer’s prices are 
to be covered by the price adjustment 
subsidy. For this subsidy the Govern- 
ment has appropriated about Y600,- 


000,000 on the assumption that the 
monthly average output is about 
1,510 and 2,990 metric tons, respec- 


tively, for soda ash and caustic soda. 


However, current monthly  produc- 
tions are far larger than these 
figures, indicative of the relative 


smallness of the subsidy appropriation 
as compared with the volume of pro- 
duction, Hence, an urgent necessity 
exists for covering this deficit in the 
price adjustment subsidy. But it still 
remains to be seen whether this will 
be carried out through an increase of 
Government appropriations or at the 
sacrifice of soda manufacturers. 


* as % % 
PITCH COKE 


In order to promote the production 
of aluminium, 9,000 metric tons of 
pitch coke, obtained from distillation 
residue of crude oil, were imported 
from the United States on August 12, 
1948. Of this amount, only 10 per 
cent has been allotted to electrode 
companies, and the rest to aluminium 
companies. Of their allotment, the 
aluminium companies will carry for- 
ward about 3,098 metric tons to the 
1949-50 fiscal year. 


Before the war the demand for pitch 
coke had been met by 17 companies 
with 19 plants, all equipped with 
beehive ovens. But products from 
beehive ovens, containing 3 per cent 
of ash, were inferior in quality to 
be used for refining superior alumini- 
um. In this light, the Nippon Pitch 
Coke Industry Company completed 
50,000-ton Coppers plants during the 
war so that self-sufficiency in high 
grade pitch coke for aluminium refin- 
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ing might be attained in wartime 
Japan. The ash content of pitch coke 
available from Coppers ovens was 
claimed to be less than 0.4 per cent. 

With the termination of the war, 
the manufacture of light metals was 
suspended. At the same _ time, the 
supply of tar pitch for coke making 
decreased sharply due to the lethargic 
production of iron and steel and the 
resultant depression in the coke indus- 
try. Thus the Nippon Pitch Coke In- 
austry found it harely possible to 
operate its Coppers plants. Quite un- 
expectedly, however, Japan was al- 
lowed to resume aluminium refining 
on a tangible scale. Hence, it be- 
comes necessary to import pitch 
coke from the United States as an ur- 
gent step to cope with: the prevailing 
shortage of pitch coke. 

Such being the circumstances, it 
is unlikely that American pitch coke 
will be imported continuously in the 
future. The Nippon Pitch Coke In- 
dustry is planning to reconstruct five 
Coppers ovens with the ultimate ob- 
ject of producing 12,000 metric tons 
of superior pitch coke during the 
1949-50 fiscal year. 

The goal of aluminium production 
for fiscal 1949-50 is set at 25,000 
metric tons, Pitch coke required for 
this purpose is estimated at 17,500 
metric tons. Even if the Nippon Pitch 
Coke Industry’s reconstruction plan 
should succeed in turning out 12,000 
metric tons, the deficit would be 5,500 


metric tons. This inadequacy, how- 
ever, will be covered by the 3,098 
metric tons carry-over of imported 
pitch coke and products from the 
beehive ovens. 
* * * * 

SILK AND RAYON LOOMS 

Manufacturers of silk and rayon 
looms have their hands full with ex- 


port orders and the requirements of 
the domestic 10,000 units restoration 
program, About 80 per cent of these 
makers are concentrated in Ishikawa 
Prefecture; and of these, the three 
firms of Tsudakoma Kogyo, Hokuriku 
Kikai, and Matsuyama-Shiki Shokki, 
in Kanazawa, together turn out 40 per 
cent of national production. 

Of the total of 3,535 units in foreign 
erders received for silk and rayon 
equipment in January ard April 1948, 
the above three firms together are 
handling 2,261 units, or some 60 per 
cent. Units undelivered as of Septem- 
ber 30, totaled 1,540. In addition to 
these, a huge backlog of orders was 
piling up as the result of progress in 
the 10,000 units restoration program, 


and because of repairs and_ replace- 
ments necessitated by the recent 
earthquake disaster in the Fukui 
area. Unfulfilled domestic orders 


placed with these three manufacturers 
amounted to 7,693 units as of Septem- 
ber 30, bringing up the total backlog 
tc more than 9,000 units. 

In addition to the above, foreign 
‘buyers are seeking some 3.000 units 
from Tsudakoma, 3,300 from Hokuriku, 
and 700 from Matsuyama; and_ the 
domestic demand is so heavy that or- 
ders are actually being turned down. 
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With unfulfilled orders expressed in 
terms of monthly output, Tsudakoma’s 
backlog amounts to 15 months produc- 
tion; Hokuriku’s to 7; and Matsuya- 
ma’s to 17. None of these are light, 
considering actual capacity. 

Export production is unprofitable, 
because despite the recent 58 per cent 
upping of the official price on 44-inch 
single-shuttle looms to Y64,970 per 
unit, cost had already execeeded Y70,- 
000, but manufacturers receive mater- 
ial allocations for export equipment. 
Coupons for principal supplies such 
as pig iron, steel, lumber and _ cokes 
have- usually been sufficient to cover 
from 80 to 100 per cent of require- 
ments; and although some delays have 
occurred, actual deliveries of materials 
haye, on the whole, been smooth. The 
makers tend to ignore slight losses 
and are eager to develop new foreign 
markets by proper fulfillment of or- 
ders and by maintaining a high credit 
rating abroad. Actually, however, 
enly 720 units or so, about one-third 
of the orders received, have been de- 
livered to date. The main reason 
for this delay is the non-arrival of 
buyers’ letters of credit and the conse- 
quent suspension of authorization by 
SCAP. Currently, Japan’s heaviest 
purchaser of silk and rayon equip- 
ment is India, and it appears that the 
delays are caused by the procedures 
involved in obtaining import permits 
from the Indian Government. 

While production for export is not 
exactly flourishing, domestic demands 
are extremely heavy. The rehabilita- 
tion program is being pushed, and re- 
pair and replacement orders. are 
many; these latter often amounting to 
construction of new units. Insofar as 
production in Ishikawa Prefecture to- 
day totals about 1,000 or more units 
a month, double last vear’s capacity, 
there has been a surprising expansion. 

With domestic orders, the manutac- 


‘turers receive advance payments with 


which to finance operation. At Tsv- 
dakoma (capitalized at Y6 million), 
such funds which had totalled Y25,- 
150,000 as of May 31, had jymved to 
V83,400.000 as of August 31, 1948. 
With Matsuyama (capital, Y4 million), 
there was a Y25 million increase to 
Y50 million in advance payments as 
of August 31. 

Together with the problem of offi- 
cial price ceilings, the makers are 
harassed by the difficulties of obtain- 
ing materials for domestic production. 
Allocations are extremely small: of the 


‘10,000 unit restoration program, only 


2.464 units comprising the Hekuriku 
Area quota for the third quarter-year 
(second quarter-year quotas cancelled) 
have been authorized by the govern- 


ment, Of these, 1,000 units have been 
parcelled out to Tsudakoma, 314 to 
Hokuriku, and 264 to Matsuyama. 


Then, with material allocations, cou- 
pons have been issued for only 146 
tons of pig iron (150 units), and 175 
tons of steel (530 units). Although 
some readjustment is expected during 
the fourth quarter-year, the quota of 
pig iron will probably fall short cf 36 
per cent of requirements. The manu- 
facturers, therefore, are forced to 
depend heavily on_ black-market 
scurces of supply. But items like cokes 


1949 


‘are extremely hard to obtain, and are 
therefore very dear. Thus, costs of 
production are boosted and _ delivery 
prices must be hiked. Currently no 
sale is being effected at the official 
‘price. 

Rational and increased supply of 
materials is a prerequisite if costs are 
to be lowered; and in the case of 


loom manufacturing, the quantities 
involved are not so large. If scrap 
iron is used for cast products, the 


‘total needs for the building of 10,000 
looms are only 5,000: tons of pig iron 
and 3,000 tons of steel. 

* * * * 


RAW SILK 


Although exports were in 1948 
generally stagnant, silk is an excep- 
tion, and a fair amount of overseas 
shipments has been made. The volume 
during the ten-month period com- 
Mencing January 1948 amounted to 


60,903 bales, which is a far better 
showing than last year’s results of 
only 17,273 bales in all. Exports are 


mainly high-grade silk, at an average 
price $2.86 per pound, the total value 
of the shipments made during the ten- 
month period is estimated to he $22,- 
400,000. _ The principal buyer, the 
United States, took 34,812 bales dur- 
ing the ten months under review, this 
is 57 per cent of the total. Other cus- 
tomers rank in the order of the Unit- 
ed Kingdom, France, Hongkong, Swit- 
zerland, the Philippines. Markets 
other than the United States will 
‘gradually be developed. According to 
the American Silk Association, the 
consumption of raw silk in the United 
States for the first 7 months of 1948 
was:— 


(In bales) 
Japanese Silk Other Silk 
30,227 33,589 


The average consumption per month 
‘during the seven-month period comes 
to 4,800 bales. This is only about one- 
tenth of the pre-war peak demand for 
silk yarn; but adds up already to more 
than four times last year’s average 
monthly consumption of only 13,298 
bales. 

This rise in United States demand 
is the result mainly of revival of 
the fondness for natural silk among 
U.S. consumers who apparently have 
lately come to realize that silk stock- 
ings are no dearer than nylon, and 
‘that natural silk is good after all; and 
the reduction of export f.o.b. prices, 
‘which are enabling American silk 
‘goods producers a bigger margin of 
profit. 

Of the 86,427 bales that were ship~- 
‘ped to the United States during 1946, 
some 50,000 remained undisposed for 
some time. But, there has been a 
steady diminution to 20,000 . bales, 
‘which, being of inferior quality, are 
unsuitable for ordinary uses. 

The competitors of Japanese silk in 
the United States are silks from China 
and Italy. But their quantities are 
not so large as to make competition 
really serious, particularly since a 40 
per cent drop in Italian output as com- 
pared with last year. There is, how- 
ever, the interest-stirring news that 
Brazil'is going ahead with a silk pro- 
duction plan. ; 
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Since there appears to be a consi- 
derable shortage of rayon yarn and 
fabrics in the United States, there 
should be room for expansion of silk 
goods. If Japanese silk yarn is im- 
proved to meet United States require- 
ments, and if prices are maintained at 
a level where United States silk fabri- 
cators are enabled to make sufficient 
profits, there will still be much pro- 
mise for Japanese raw silk. The cocoon 
crop for 1949 is expected to increase 
by some 20 per cent, so export results 
will depend solely on United States 
consumers’ demands. 

* * * * 


CAMERAS 


Following upon the recent changes 
in the yen-dollar conversion rates for 
certain export items, production and 
export of cameras have settled down 
to a steady course, 


There has been a 240 per cent in- 
crease in monthly output in the 12 
months up to September 1948. The 


production rose to 12,743 units in Sep- 
tember, 1948 against 5,295 units in the 
corresponding month a year ago. When 
exports of Japanese cameras began 
in December 1947 (Trade Corporation 
purchase), only 15 to 16 per cent of 
the barely 6,000 cameras then being 
turned out each month went to over- 
seas buyers. Export cameras in Sep- 
tember 1948 totalled 5,282; while over: 
seas shipments for October exceeded 
the output of 12,000 units by 400, in- 
dicating that stocks were being drawn 
upon. 

The term “camera” covers a wide 
variety of goods ranging from the mid- 
get, half-toy Micro Camera, through 
the prewar middlegrade Semi-Pearl 
and Semi-Minolta class, on to pre- 
cision instruments such as the Canon 
and the Mamiya-Sir, The figures like- 
wise include all these varieties. 

Japanese cameras, with the excep- 
tion of those supplied to the govern- 
ment, public services and the press, 
are all earmarked for export. With 
the prewar firm of Konishi Roku as 
the leading manufacturer, a number 
of new makers have appeared since 
the war. The following is a list of ex- 
port cameras and their makers: 

Midget Cameras 


Micro Camera 
Mighty Camera 


. (Sanwa Shokai) 
. (Toko Shashin Yohin) 


er Dies oc drains Acta. 6 (Sugaya Koki) 
PUES, » ceccnsrsts niin akan (Asahi Musen) 
Weatkame. 40 sain (Nakayama Taiyodo) 
Medium Crade Cameras 
Semi-Pear] . (Konishi Roku) 
Semi-Minolta........ (Chiyoda Kogaku) 
Olympus-Six .......- (Takachiho Kogaku) 
Olympus-35 . (Takachiho Kogaku) 
Semi-Leotax ..,.... (Showa Kogaku) 
WGP SO iiisielserenctsi gids (Okada Kogaku) 
AMONG avai veetrieiestae (Sumita Koki) 
Minion sce rarctatecdle.e t 06 ' (Tokyo Kogaku) 
High Grade Cameras 
Homose, ees ecisveraere (Konishi Roku) 
LeGOtaX— oi isisie oe pies (Showa Kogaku) 
BROT ee Ai iaesiaele vo iatnis (Canon Camera) 
Minolta-35 ow .cs00ss (Chiyoda Kogaku) 
Mamiya-Six ........- (Mamiya Koki) 
BONE OS dl es eS (Elmo Sha) 
WUMEOT | fete eleiacnis vain ah - (Nihon Kogaku) 


Of this wide variety of types, an 
overwhelmingly large proportion of 
exports is held by toy cameras, the 


demand for which can be judged by 
the fact that the entire output up to 
March 1949 is already booked. How- 
ever, with the medium and high grade 
cameras, the manufacturers are striv- 
ing to export at least 80 per cent of 
their output by the end of 1948. 

The principal destination is the 
United States, followed by Canada, 
Hongkong, India and others. The mid- 
get cameras are Selling extremely well 
at unthought of prices. 

Whereas the midgets are being re- 
tailed at four to seven times the ex- 
port f.o.b. prices, the medium and high 
grade articles are listed at about tre- 
ble, indicating the existence of con- 
siderable competition. Import duties, 
moreover, range from 50 to 60 per 
cent; and shipping costs are more than 
double prewar rates. 

Since it is customary in overseas 
markets to price imported cameras at 
from three to four times the export 
f.0.b. quotations, importers of medium 
and high grade items have only a 
small margin of profit. But with the 
midget cameras, the profits are large; 
and with the possibility of further 
raises in the f.o.b. prices, these toy 
cameras are in an exceedingly strong 
position as export articles. 

Currently, the yen-dollar conversion 
rate for camera exports is set at 500 
to 1. This, for the time being, appears 
satisfactory to the manufacturers. But 
because of the revision in trade proce- 
dure since August, last, and the con- 
sequent cessation of Trade Corpora- 
tion purchasing, the makers can no 
longer depend upon government pro- 
gramming and financing, and must lay 
up stocks at their own risk. This 
situation is leading to considerable dif- 
ficulties in financing, panticularly be- 
cause financing for export trade is 
extremely inadequate and _ inefficient 
in the case of both trade bills dis- 
counting and Board of Trade loan en- 
dorsements for material procurements. 

In camera-making the proportion of 
costs taken up by materials is barely 
20 per cent, with labour at 50 or more. 
This is because of the precision work 
involved; and in the case of Board of 
Trade loan endorsements for material 
procurement, strict adherence to this 
percentage is unreasonable. Of all the 
bottlenecks encountered by the export 
industry, this difficulty in financing 
is proving the most trying for the 
camera manufacturers. 

rt * * * 


CALCIUM CARBIDE 


Calcium carbide, which is gaining 
in importance as material not only for 
calcium cyanamide but also for weld- 
ing and lighting, is now in short sup- 
ply, especially for the latter purposes. 
The demand (excluding needs for 
calcium cyanamide production) during 
the 1947-48 fiscal year was estimated 
at 117,000 metric tons, of which 19.600 
metric tons were for shipbuilding. 
14,200 metric tons for the iron and 
steel industry, and 8.000 metric tons 
for railways and rolling-stock manu- 
facture. In striking contrast, the out- 
put was only 56,800 metric tons, or 
one half of the estimated require- 
ments. Unless more carbide is sup- 
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plied for general industrial purposes, 
serious effects are expected to be felt 
by key industries. For instance. roll- 
ing-stock repair works would be de- 
layed, and the production of welded 
steel tubes would suffer a sharp drop. 

In this light, the production goal for 
the 1948-49 fiscal year was set at 100,- 
000 metric tons (exclusive of the re- 
quirement for calcium cyanamide), 
and a five-year plan was recently 
worked out with the ultimate object 
of turning out 150,000 metric tons in 
1953. 


The fertilizer companies with 15 
plants are now producing calcium car- 
bide as a side-line. The largest pro- 
ducer among them is the Nippon Car- 
bide Company (Uotsu plant), followed 
by the Ibikawa Electric Industry and 
the Electro-Chemical Industry com- 
panies. Besides, there are 25 plants 
which are making calcium carbide as 
a main product, including the Fushiki 
Plant of the Honkai Electro-Chemical 
Industry Company and the Zo-o Plant 
of the Hokuetsu Electro-Chemical In- 
dustry Company. The combined out- 
put of these 40 plants totalled 24,850 
tons in the April-June period of 1948, 
but due to the shortage of electric 
power, production slightly dropped in 
the July-December period. For all 
this, it is not impossible to attain the 
100,000 ton goal by March, 1949. At 
any rate, the supply will be far short 
of the demand estimated at 160,000 
tons for 1948-49. 


Electric power and limestone are 
sufficient enough for calcium carbide 
production, so the biggest bottleneck 
is the shortage of superior coal. But 
the outlook is not too gloomy as _ ar- 
rangements have been made so that 
part of the superior coal imported 
from the United States and French 
Indo-China for production of calcium 
cyanamide will be earmarked for 
plants exclusively making calcium 
carbide. The production capacity of 
these plants at present is estimated at 
120,000 tons a year. 


In view of such prospects, several 
carbide producers are planning to en- 
large and diversify their scope of busi- 
ness, especially by making acetylene 
derivatives. Thus, indications are in- 
creasing that a heated competition 
will occur for the production of syn- 
thetic chemicals among leading carbide 
producers, such as the Nippon Carbide 
and the Hokuetsu  Electro-Chemical 
Industry. 
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INDONESIAN REPORTS 


Falm-Oil Production 

The palm-oil industry in Sumatra 
nas demonstra'ted a remarkable 
recovery which can be aturi- 
buted to the strenuous efforts made 
foward rehabilitation, Considerable 
damage was done to the factories, 


particularly the power stations, during 
Japanese occupation, Only a few fac- 
tories were undamaged, but with two 
exceptions all of them are again 
operating. These are sufficient to i 
care of present production, 

Production of palm oil in 1948 will 
reach 54,000 metric tons and will in- 
crease to at least 100,000 tons in 1949 


and 132,000 tons in 1950. 
Exports of palm oil during 1947 
were veported officially at 1,568 


metric tons, all of which went to the 
Netherlands. In addition, clandestine 
shipments from Sumatra to Malaya, 
as’ shown in Malayan import statistics, 
amounted to 2,006 long tons. 

Exports from Sumatra to the Nether- 


lands, representing total shipments 
from Indonesia, in the first 6 months 
of 1948. amcunted to 8,347 metric 


tons. 

If sufficient funds become available 
for further rehabilitation of existing 
plantation equipment and _ processing 
plants, it may be possible to step up 
production to 200,000 tons in 1949 and 
240,000 tons in 1950. The  foreign- 
credit requirements for this industry 
for the next 2 years are estimated at 
about US$8,300,000. 


Coconut Oil 


Although coconut-oil 
ranks as one of the more important 
of the auxiliary industries in Java, 
it has shown slow recovery. Present 
coconut-oil manufacture totals about 
25,000 metric tons, only 18 per cent 
of prewar output. In 1938, the latest 
year for which separate statistics are 
available, coconut oil was processed in 
35 mills in Java A total of 138,938 
metric tons of oil was extracted from 
225,729 tons of copra, in addition to 
80,056 tons of cakes. 

The low rate of current production 
of coconut oil has occurred despite the 
fact that about 35 per cent of pre-war 
productive capacity had been restored 
by the end of 1947. 


processing 


Coupled with the coconut-oil in- 
dustry is a greatly expanded demand 
for this product in order to increase 
Inconesian production of soap and 
margarine, therehy reducing 
needs. Pre-war imports of soap and 
margarine amounted to 16,000 tons on 
a fat-content basis. Despite low sup- 
plies of coconut oil, the two margarine 
factories in Java have been able te 
expand their production above pre- 
war levels. 

Pepper Production and Trade 

The Lampong district is closed to 
regular trade. The 1948 crop of black 
peDper in the Lampongs is estimated 
at 5,000 metric tons. Transportation is 
bad, except for train service between 
Kotaboemi, the main collecting center, 
anc Oosthaven, the principal port. 
Kotaboemi will account for about 
2,000 tons of the 1948 crop. 

White-pepper cultivation in Banka 
is negligible and expected to remain 
so for several years, 

Exports of white 
amounted to 
which 
748 tons and Great Britain about 700 
tons. The United States took about 
92 tons, and the Union of South Africa 
76 tons. Exports of black pepper in 
1947 totaled 867 tons, with the Nether- 
lands taking 742 tons, the United 
States 50 tons, and Italy 47 tons. The 
remainder of the black and white 
pepper went to several countries. 

In the first 5 months of 1948, ex- 
ports of white pepper totaled 294 
metric tons and of black pepper 119 
tons. The United States purchased 
about 145 tons of the white pepper. 
The bulk of the black pepper, about 
10§ tons, went to the Netherlands, 
the remainder to Singapore. 

As of May 25, 1948, the transitional 
export duty on both white and black 
pepper was reduced from 20 per cent 
to 3 per cent ad valorem. 

Estimates of visible stocks in Telok 
Betong, range widely at between 400 
and 1,000 metric tons. Total stocks in 
the Lampongs estimated at between 
3,000 and 5,000 tons. Stocks in Banka 
estimated at about 3,000 tons. 

There are about 500 tons of pepper 
in Batavia, including 100 tons of white 
Muntok. 

Pepper is still regarded by Nether- 
lands Indies holders as a_ preferred 
investment. 


pepper in 1947 
1,694 metric tons, of 


cea 


import _ 


the Netherlands received about © 


